DEPARTMENT OF AGRICULTURE APPROPRIATIONS, 1953 


THURSDAY, APRIL 3, 1952 


Unirep Srates SENATE, 
SUBCOMMITTEB OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10:30 a. m., pursuant to recess, in room 
F-39, the Capitol, Hon. Carl Hayden presiding. 
Present: Senators Hayden, Maybank, and Cordon. 


PRODUCTION AND MARKETING ADMINISTRATION 
Suear Act Procram 


STATEMENT OF GUS F. GEISSLER, ADMINISTRATOR, PRODUCTION 
AND MARKETING ADMINISTRATION, ACCOMPANIED BY EL- 
MER F. KRUSE, ASSISTANT ADMINISTRATOR FOR COMMODITY 
OPERATIONS, PRODUCTION AND MARKETING ADMINISTRA- 
TION; ROY W. LENNARTSON, ASSISTANT ADMINISTRATOR 
FOR PRODUCTION, PRODUCTION AND MARKETING ADMINIS- 
TRATION; RAUB SNYDER, ASSISTANT ADMINISTRATOR FOR 
PRODUCTION, PRODUCTION AND MARKETING ADMINISTRA- 
TION; ROBERT W. HERDER, ASSISTANT ADMINISTRATOR FOR 
PROGRAM COORDINATION, PRODUCTION AND MARKETING 
ADMINISTRATION; LAWRENCE MYERS, DIRECTOR, SUGAR 
BRANCH, PRODUCTION AND MARKETING ADMINISTRATION; 
LEONARD R. TRAINER, DIRECTOR, FOOD DISTRIBUTION 
BRANCH, PRODUCTION AND MARKETING ADMINISTRATION ; 
R. P. BEACH, BUDGET OFFICER, PRODUCTION AND MARKETING 
ADMINISTRATION, AND RALPH S. ROBERTS, DIRECTOR OF 
FINANCE AND BUDGET OFFICER, DEPARTMENT OF AGRICUL- 
TURE 

BUDGET SCHEDULE 


(Schedules from the justifications follow:) 


Sugar act program 


Appropriation act, 1952, and base for 1953__............-------- $70, 000, 000 
SU, hike satan a tighhiede ene 70, 000, 000 


Change 
SUMMARY OF INCREASES AND DECREASES, 1953 
A decrease in conditional payments to sugar producers for the 1952 
crop — 30, 798 
To increase the rate of pay of PMA county committee personnel to 
bring them more in line with rates paid in private industry and 
Federal agencies for comparable work +29, 242 


To provide for part of the pay-adjustment costs pursuant 
to Public Law 201 +1, 556 


96708—52———-33 511 
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Project statement 


1952 (esti- Increases or | 1953 (esti- 
mated) decreases mated) 


Project 


1. Payments to sugar producers: 
(a) Continental beet area , 851, 792, 802 | +$3, 707,198 | $31, 500, 000 
(6) Continental cane area ; , 587, 000 +63, 000 7, 650, 000 
(c) Offshore cane area , 363, , 139,859 | —3, 800, 996 29, 338, 863 


, 250, , 519, —30, 798 | 68, 488, 863 
2. Operating expenses , 500, , 480, +30, 798 1, 511, 137 
Total pay-adjustment costs --]} {+1, 556] (75, 836) 


‘Fotal appropriation or estimate 70, 000, 000 


Senator HaypEen. The committee will be in order. You may pro- 
ceed, Mr. Geissler. 
SUGAR ACT PROGRAM 


Mr. Gersster. The 1953 budget request for making the mandatory 
payments to sugar producers in accordance with the Sugar Act, and 
the administrative expenses of carrying out the provisions of that act, 
is $70,000,000. This is the same amount as was appropriated for 
the fiscal year 1952. The administrative-expense limitation requested 
for 1953 1s $1,511,137, an increase of $30,798 over the amount avail- 
able for 1952. Of this increase, $1,556 is to place on a full-year basis 
increased pay costs occasioned by enactment of Public Law 201, and 
$29,242 is for a portion of the pay increase for county office employees. 

The estimated amount of payments to be made is based on an es- 
timated production of sugar from the 1952 crop of 4,715,000 tons, 
on which payments are required at the rates provided in the Sugar 
Act of 1948. 

From the inception of the Sugar Act program in the fiscal year 
1938 through the fiscal year 1951, expenditures amounted to $732,- 
341,629 and taxes amount to $971,085,559. 


EFFECT OF HOUSE COMMITTEE ACTION 


In regard to the Sugar Act, the budget request was $70 million for 
payments on estimated 1952 production of 4,715,000 tons and admin- 
istrative expenses of $1,511,137. 

The House committee cut the request to $65 million, and in their 
report they indicated that this cut was based on their estimate that 
the 1952 crop will not be much over the 1951 crop. 

They also recommended administrative funds of $1,500,000. 

The effect of this cut, of course, will be that, if the crop comes up 
to the estimates that we carry, we will be about $5 million short of 
making the mandatory payments under the act. 

Senator Haypen. What would you do in a case like that? Would 
you ask for a deficit? 

Mr. Getsster. In that case we would have to ask for a supplemental 
appropriation in order to make the payments, because the payments 
are mandatory under the law. The other alternative would be to 
ask for a sufficient increase next year to offset the deficit. 
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Senator Haypren. That is the point I am trying to make. The law 
requires the payments to be made. 

Mr. GetssLer. That is correct. 

The only thing involved in this cut is the difference in guessing as to 
what the crop will be. If the crop is not more than 1951, it probably 
will be enough. 

Senator Haypen. I know that at one time Congress guessed on how 
much money would have to be refunded in taxes in a given year. It 
turned out that some of us guessed wrong, because they did refund 
more money than was expected. 

The situation there was that there was 6 percent interest on the 
money. How about this refund here? Do they get any interest if 
you are slow in payment? 

’ Mr. Geisster. No. We would have to postpone some payments 
until we got a sufficient apprepriation, because there is no alternative 
under the act but to make these payments. They have to be made. 


BUDGET ESTIMATES BASED ON ANTICIPATED SUGAR PRODUCTION 


Senator Haypen. What is your guess? 

Mr. GeissLter. Our guess is what we have in the budget here, a 
crop of 4,715,000 tons. 

Of course, the sugar beets are not planted yet, Senator. 

Senator HaypeN. How much variation has there been between the 
departmental estimates and the actual production? 

Mr. Getsster. Mr. Myers is the director of our Sugar Branch, and 
] would like to have him comment on that. 

Mr. Myers. The sugar-beet crop, of course, varies quite a bit from 
year to year. It was cut a year ago. You may recall that we were 
fighting inflation pretty hard, inflation in sugar. 

World prices were way up; so, we were very careful to keep the 
domestic prices down at the time wher other farm prices were 
going up. 

As a result, the 1951 sugar-beet crop was cut about 25 percent. 

Senator HaypEen. That is by acreage; is it? 

Mr. Myers. The acreage was cut about 25 percent. 

They are just starting to contract for the 1952 crop. We believe 
that the acreage will increase sufficiently to make about the statutory 
crop of 1,800,000 tons of beet sugar. But that, of course, is a guess. 

Senator Haypen. Is there an incentive to planting by reason of 
the price? 

Mr. Myers. The price is a little bit better now than it was a year 
ago, and then it was in a declining trend. The last couple of weeks it 
has been strengthening a little bit. Also, prices of some other crops 
are not as high as they were a year ago. 

Senator Haypen. When will the crop be planted? 

Mr. Myers. Most of it will be planted by April and early May. It 
will be midsummer before we have any good reports on acreage, of 
course, and on crop conditions. 

Senator Haypen. I think we understand that item now. 

Did you have another item you wanted to present, Mr. Geissler? 
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NATIONAL ScHoot-Luncn PRoGRAM 
SECTION 82 FUNDS 


Mr. Getssuer. The next item, Senator, is “National school-lunch 
program.” 


(Schedules from the justifications are as follows:) 


National School-Lunch Program 


Appropriation act, 1952 $83, 367, 491 
Budget estimate, 1953 83, 367, 491 


Project statement 


Project 1951 


1952 1953 
(estimated) | (estimated) 


1. Food assistance $81,821,180 | $81,875,000 | $81,875, 000 
2. Operating expenses. 1, 314, 094 1, 492, 491 1, 492, 491 
nS Le, cw niureenisademnp abet tamed dalerd inital cal le ; 
Total pay adjustment costs : [ [106, 383] [107, 395] 


Total available or estimate... _____- E 83, 367, 491 83, 367, 491 
Transferred to “‘ Expenses of defense production” bi 


Total appropriation or estimate '; 83, 367, 491 83, 367, 491 


Mr. GeissteR. The Department did not request any increase there, 
although there has been a great deal of request from the field for an 
increase in that fund because of the increase both in number of 
schools participating and the increased costs of providing school 
lunches. But because of the general financial conditions, we felt that 
we would not ask for an increase. 


BUDGET ESTIMATE 


The amount requested was the same as for 1952 fiscal year, namely, 
$83,367,491. 


RECOMMENDATIONS OF HOUSE COMMITTEE 


That amount was approved by the House committee. There is no 
particular problem there. 
y We do have a few charts which you might be interested in, to 
illustrate the progress of the school-lunch program. 

Senator Haypen. I think that program is very well understood and 
appreciated throughout the country. 

I am interested in this statement in the House committee report: 

* %* * Jt does believe, however, that the program can be increased sub- 
stantially through the use of section 32 funds to purchase food surpluses, par- 
ticularly perishables such as eggs and pork products, for distribution to the 
schools of the country. Such an expansion is extremely important in view of the 
high percentage of recruits being turned down by the military services due to 
faulty nutrition in homes of all types. 


How much could you add to this? 


Mr. Getsster. We had considerable discussion before the House 
committee on that point, Senator. They clearly indicated that they 
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felt we should make greater use of section 32 funds in a program of 
surplus removal of commodities which could be used in the school- 
lunch program. We were very glad to get their feeling on that 
matter because that will help us formulate our policy in line with the 
intent of the committee, and we presume that that probably will 
receive the support of Congress as a whole. 

The amount of additional food that could be made available is 
pretty indefinite, because it would depend upon whether surplus 
situations occur. 

Now, this spring, a considerable quantity of pork products and 
eggs could have been purchased because the prices fell very low and 
we would have been justified in undertaking a surplus removal pro- 
gram of some sort to the extent that we had outlets, and the school- 
lunch outlet is about the only one we have for that. 

Senator Haypren. Was that done «t all? 

Mr. Getssuer. It hasn’t been done, but we are discussing now the 
possibility of undertaking the purchase of those commodities in antici- 
pation of the next school year. 

What additional commodities we might be able to buy next year 
would depend upon whether a surplus situation develops in any of 
the commodities which are suitable for school lunches. 

Senator Haypen. So it is not practicable to predict in dollars how 
much might be added to the $83 million that the House has allowed; 
is that right? 

Mr. Getsster. That is right. 

Of course, some food has gone into the school lunch this year in 
addition to the $83 million. 


FOOD CONTRIBUTIONS FROM SECTION 32 AND CCC 


Senator Haypren. That is how much? 

Mr. Tratner. Its value this year would be about $13 million. 

Senator Haypren. Where did the $13 million come from? 

Mr. Getsster. Section 32 funds and donations from CCC stocks. 

Mr. Tratner. Section 32 and section 416 funds. 

Mr. Getsster. That is in addition to the $83 million. 

Senator Haypen. Would it be reasonable to anticipate that proba- 
bly a like amount would be available next year, or is it just a guess? 

Mr. Getssuer. I think it would be very reasonable to anticipate 
that would be the minimum for next year, in light of the attitude 
expressed by the committee in the House. 

We were not aware that they had the feeling so strongly that more 
food should be made available to the school-lunch program. 


SECTION 32 FUNDS AVAILABLE IN 1952 AND 1953 


Senator Corvon. What is the amount of section 32 funds available? 

Mr. Bracu. The total amount available for the fiscal year 1952 is 
$275,808,569. 

Senator Corpon. If I understand you, you could never do any more 
than make a guess as to how much of it you might use during the year. 
Can you just give us a little picture of your best guess of what is going 
to happen to the fund by virtue of accretion and attrition during the 
year? 
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Mr. Beacu. We anticipate we will use during the fiscal year 1952, 
$100 million. That is contained in our budget estimate. That would 
leave us $175,808,569 at the end of the year. We anticipate that the 
accretion in the 1953 year, as a result of the appropriation of 30 percent 
of customs receipts, would be $181 million. 

That amount is a known fact at this time. That would give you 
a total of $356 million, roughly, for the fiscal year 1953, and our budget 
estimate is $75 million to be obligated, which would leave us $281,- 
808,000 at the end of the fiscal year 1953. 

Senator Corvon. I think we have that item in good shape and we 
might proceed to another one. 


Senator HaypEen. Was there any other item you wanted to discuss, 
Mr. Geissler? 
Mr. Getsster. Yes. We have the marketing services. 


MARKETING SERVICES 


(Schedules from the justifications follow:) 


Marketing services 
Appropriation act, 1952 
Anticipated pay-adjustment supplemental 


Base for 1953 11, 540, 000 
Budget estimate, 1953 11, 465, 000 


Decrease (partial absorption of pay-adjustment costs) 


Project statement 


Decrease ai 

pay adjust- i 

Project 1951 (catimated) ment sbeorp- (estimated) 
ions 


=- | ——————— oo 


1. Market news service : 17 $2, 790, 000 —$16, 400 $2, 773, 600 
(a) Cold-storage reports a" (—300) (59, 000) 
Cotton and cottonseed _. eke ia , e —1, 600) (336, 400) 

Dairy and poultry products_ : ‘ = (331, 900 

Fruits and vegetables s 5 (—4, 500) | (757, 100 

Grain, hay, feed, e 083 (—700)} (101, 400 

; 700) (249, 800) 

Livestock, meats and wool : . (755, 300 

Molasses and sugarcane sirup... .....|..........---- (16, 700) 

(i co ogg (10, 716) (16, 500) 


(j) (127, 139) . (149, 500) 
2. Inspection, qredinc, and classing, and stand- . 
ti 5, 858, 994 \ ‘i 5, 934, 400 
(a) Cotton and cottonseed (2, 111, 224) " 5 (1, 734, 600) 
(6) Dairy and poultry products (158, 919) (219, 000) | a (217, 400 
(c) Fruits and vegetables (558, 704) (714, 300) | (709, 400) 
(d) Grain (includes United States Grain 
Standards Act) (1, 286, 582) ' (1, 424, 100) 
(e) Livestock, meats, and wool ; (121, 000) 
(f) Naval stores . (31, 100) 
(9) Rice, hay, beans, etc_- : ) (95, 700) 
(h) Liquid sugar, sirups and molasses... a 20, 500) (20, 400) 
(i) T Tobacco ‘ (1, 580, 700) 
3. Improvement of marketing practices___.--- -- 409, 764 416, 400 | 2, 600 413, 800 
(a) Cotton and cottonseed . . (211, 000) 
(6) Dairy and poultry products ) (76, 500) 
(c) Fats and oils 244 s 
(d) Fruits and vegetables 
(e) Grain and grain products ( | | 
(f) Livestock, meats, and wool_- (17, 150) (13, 400) 
(g) Market, storage, and transportation 
facilities (60, 519)! > | (64, 200) 
4. Freight rates for farm products.........-..-- 151, 042 | 300 | ) 184, 000 
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Project statement—Continved 


1952 canaliied 1953 

\ pay adjust- 

Project 1951 (estimated) Rae -—T (estimated) 
tions 


®, Regulatory activities $1, 939, 552 $2, 173, 900 —$14, 700 $2, 159, 200 
(a) Federal Seed Act (175, 819) (235, 800) (—1, 800) (234, 000) 
(6) Insecticide Act (499, 939) (577, 600) (—4, 000) (573, 600) 
(c) Naval stores and tobacco export 
SN ie oso tie apie ew ; (11, 600) (—100) (11, 500) 
(d) Packers and Stockyards Act...._._. (681. 600) (—4, 700) (676, 900) 
(e) Standard Container Acts . (11, 400) (—100) (11. 300) 
(f) United States Warehouse Act . (655, 900) (—4, 000) 
Unobligated balance Ce mass bt Se 
Total pay adjustment costs_...................- seth ogee x ste [800, 000) [+-8, 280] 


Total available or estimate . 11, 044, 500 11, 540, 000 —75, 000 11, 465, 000 


Transfer in 1952 estimates to “Salaries and ex- 
penses, Office of Information, Agriculture’”’__. 
Transferred from ‘“‘ Removal of surplus agricul- 
tural commodities’ 
Transferred to— 
“ = Agricultural Commodities Act 


‘‘Expenses of Defense Production” 
Reduction pursuant to sec. 1214 
Anticipated pay adjustment supplemental. -._- 


Total appropriation or estimate 10, 989, 000 10, 800, 000 





MARKETING SERVICES 


The several different marketing services which have been established and im- 
proved over a period of many years are necessary and effective in assisting in the 
orderly and efficient marketing of farm products. These services provide accurate 
and timely information on stocks, movements and prices of farm products, 
uniform application of uniform grades and standards, and safeguards against 
fraudulent and careless marketing practices. They are necessary and important 
both in times of national emergency and in ordinary times. 

There are several aspects of the marketing services work in which increased 
effectiveness would be desirable. These include market news service, the Grain 
Standards Act, the Federal Seed Act, the Insecticide Act, the Packers and Stock- 
yards Act, and the United States Warehouse Act. The current demands on 
these services exceed the ability of existing facilities to perform the work desired. 
Also, costs have risen, particularly in the case of the market news service where 
increased costs. of paper and other supplies, and rent are making it difficult to 
maintain existing services at the same time additional coverage is needed in 
certain areas. 

However, because of the over-all budgetary situation, we are not asking for 
funds to expand or strengthen any of the services in the fiscal year 1953. In the 
future, serious consideration should be given to expanding a number of these 
services in several respects. We will of course do everything possible to maintain 
at least the most essential services during the next fiscal year with the estimate of 
funds to be available. Accordingly, the budget request is for $11,465,000, which 
is $75,000 less than the amount estimated to be available in 1952 after taking 
into account funds for the pay act. The estimated funds to be made available 
in 1952 will be $60,000 short of the estimated amount needed to meet increased 
costs under the pay act. 


BUDGET ESTIMATE 


The budget request for this item is $11,465,000, or $75,000 less 
than the estimated amount available for 1952. 
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EFFECT OF HOUSE COMMITTEE ACTION 


The House committee approved the full amount, but asked that 
$50,000 be reserved pending study of the desirability of Federal 
financing of certain market news services, and this is being done. 
So there is no particular point for discussion, unless there are some 
questions, Senator. 

Senator Haypen. The same demand exists as in the past for an 
increase in this service; is that right? 


INCREASED DEMANDS FOR MARKETING SERVICES 


Mr. Getsster. The demand for an increase in the services is very 
great, both for market news services and for additional work that 
needs to be done, such as inspection and regulatory work and items 
of that sort. 

I would suggest that Mr. Lennartson, who is our Assistant Admin- 
istrator for Marketing, might discuss that. Mr. Lennartson is right 
here. 

Mr. Lennartson. Mr. Chairman, as Mr. Geissler has indicated, 
with each passing year the benefits and the value of the services to 
producers as well as trade people are continually increasing. They 
are being more and more appreciated year by year as the complexities 
of marketing and distribution, in line with our tremendous production 
goals in agriculture, are increased from year to year. 

With respect to the market news services, one of the services in 
marketing, we are having continual requests to expand the Federal 
system. 

LONG-RANGE MARKET NEWS PLAN 


As you are probably aware, about 2 years ago, in cooperation with 
this committee, we developed a long-range market news plan setting 
forth some very definite plans with respect to methods of financing, 
with respect to covermg some markets which we felt ought to be 
covered, and also with respect to financial arrangements with States. 

A good example of the way the demand is reflected in that service, 
would be the tremendous increases occurring in the small livestock 
auctions throughout the Nation. As they increase, the States and 
the farmers, as well as tradespeople, like to have us extend the 
system into those small markets. ; 


USE OF FEDERAL FUNDS IN MAJOR MARKETS 


Under the plan which we developed and which was approved by 
this committee, we spelled out that we thought it was most important 
to initially use the Federal funds to cover the major markets, both 
terminal and shipping points—markets where your important price- 
making forces were at work and which pretty much set the pattern 
of prices for the Nation. 


COOPERATIVE AGREEMENTS FOR REGIONAL AREAS 


The policy set forth in the plan indicates clearly that we ‘should be 
very careful to see to it that we were giving adequate coverage to 
those important price-making markets. Then to the extent that 
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funds were available, on a regional basis, we would engage or develop 
cooperative agreements with one or two or more States, to cover the 
regional markets, having less national impact, but important to 
regions. 

STATE RESPONSIBILITY FOR LOCAL MARKETS 


Then the third category in which these small livestock auctions 
fall, as well as other small markets, is that we spell out there that we 
felt the major responsibility in those local markets should be a State 
function and financed by State funds. 

Senator Haypen. How have the States been doing that have 
financed that? Have they been liberal in their appropriations? 
Have they advanced money for that? 

Mr. Lennartson. It varies tremendously in the States, Mr. 
Chairman. In some States we have a high degree of cooperation, 
depending on the markets we are covering. 

In other States, through the years, it has been pretty much federally 
financed. We are working diligently with the States—and it is going 
to be a long-time process—to try to develop a more equitable financial 
arrangement from State to State, so that we get it on something of a 
uniform pattern. 

We think there is a splendid opportunity for the State departments 
of agriculture, at local levels, to develop some very fine market news 
services, as well as other types of marketing services—services for 
which they have responsibility and which provide them with the 
splendid opportunity of being of service to the producers and dis- 
tributors in those States. 

With respect to the regulatory acts, as Mr. Geissler indicated, there 
is continual pressure to have them expanded. Actually, producers 
as well as tradespeople come in requesting us to expand the services. 

But in view of the fiscal situation—and we fully recognize its 
seriousness—we have this year just held any fund requests for further 
activity in abeyance until such time as it will be more appropriate to 
ask for them. 

Senator Haypen. I ask these questions because of inquiries made 
at home and elsewhere about the matter. My answer has been, 
“Well, we are doing just about all we can afford at the present time.” 

Mr. Getsster. That is the attitude we take. 

I do wish to point out that I think in some of these regulatory acts, 
such as the administration of the Packers and Stockyards Act, and 
some of these others, there is a serious question arising in our mind 
as to whether or not we are justified in holding that position. 

Senator Haypen. In the marketing, the seller is just born and 
raised with the idea that the Government is not rendering the service 
it ought to render and that he is supposed to be paid for it by the 
taxpayer and he sends his product to the market and he feels he was 
cheated. 

Mr. Getsster. You folks are probably aware that we have in the 
last couple of years run into some of that. 

Senator Corpon. That is the general idea. We are in the “gimme” 
era. No man is responsible for his own actions any more. 

Mr. Grtssiter. We ran into some rather bad situations in the last 2 
years in a couple of markets, which resulted in prosecution of weigh- 
masters, and situations like that. 
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While those practices were being continued and before they were 
discovered, they were pretty costly to both the producer and the 
buyer. 

Ree@utatory AcTIVITIES 


REGULATION UNDER PACKERS AND STOCKYARDS ACT 


Senator Corpon. What do you mean by regulatory action? What 
kind of action is that? 

Mr. Gersster. I would like to have Mr. Lennartson explain that? 

Mr. Lennartson. I think the Packers and Stockyards Act is a 
very good example of it. That act provides for the supervision of the 
terminal livestock yards as well as the country auctions of a specific 
size. It provides for regulation of rates, that they be reasonable, and 
requires fair-trade practices. 

- looks into the type of facilities being given to both buyer and 
seller. 

Senator Corpon. You have statutory provision for that. 

Mr. Lennartson. That is correct. 

Senator Corpon. When you say it ought to be increased, do you 
mean to say you think the Congress ought to cover a bigger area by 
law; or that you ought to step out and do it without law? 

Mr. Lennartson. No. What we are referring to there is that there 
are approximately 600 yards which come under the requirements of 
the act at the present time. Our funds would only permit us to cover 
about 330 of those yards. We have not posted any further yards 
because we feel that the sound policy to follow is to be sure that the 
yards we have posted be supervised by us properly. 

So, essentially, we have approximately 300 more yards which are 
subject to the act but cannot be posted. 

Senator Corpon. A few years ago, did we not provide in the 
appropriation for payment of fees by those peeple who take care of 
inspections and so forth? 

Mr. Lennartson. Not under the Packers and Stockyards Act, sir. 

Senator Corpon. Why would it not work here? What you are 
doing is for a given group, isn’t it? Why should there not be a 
charge for it? 

Mr. Lennartson. Being a mandatory act, [ don’t know what the 
philosophy would be on applying sufficient fees to pay for the admin- 
istration of the act. There are two sides of the problem which would 
have to be considered. On one side, the act was designed primarily 
for the protection of livestock producers. From this standpoint we 
might say that the livestock producers should pay for administering 
the regulation. On the other hand, to the extent excessive livestock 
marketing costs are reduced, and costly unfair trade practices elim- 
inated through this act, consumers of meat and meat products also 
benefit. The cost of administering such a regulation therefore, should 
in our opinion, be paid from the general funds of the Treasury. If 
fees were assessed, those fees could be very, very substantial. 1 have 
no idea what they would be on individual producers, dealers, or on 
the market itself. 

Senator Corpon. I don’t either; from your explanation-the benefits 
of this regulation are apparently broader than I had thought. How- 
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ever, it seems to me that there is no reason for a taxpayer paying for 
a type of regulation which does benefit a particular group. 

{ course, if a law does not provide for a fee, that is the 
responsibility of Congress. But you have practical information with 
respect to what you are doing, who gets the benefits out of the work 
you do, and who should pay a fee if anybody should pay. In that 
field, I think you could be most helpful. 


MARKETING SERVICES SELF-SUPPORTING 


Mr. Lennartson. I might comment, Senator, that, on the over-all 
marketing services as such, they are about 53 percent self-supporting, 
47 percent being paid for by Federal funds. : 

Senator Corpon. Could you put in a statement covering that, 
those that are self-supporting and how they are self-supporting? 

Mr. LenNARTSON. We could very well do that. 

Senator Corpon. The ones that are and those that are not, so 
that we have the picture. We will appreciate that very much. 

Mr. Lennartson. We have that information and. will furnish it. 

Senator Corpon. Thank you. 

(The information requested follows:) 
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RemovaL or” Surptus AGricutturaL Commopities (Src. 32) 


Senator Haypgen. Will you proceed with your next item, Mr. 
Geissler? 

Mr. Geisster. The next item is section 32. 

(Schedules from the justifications follow:) 


Removal of surplus agricultural commodities (sec. 32) 


Appropriation, 1952, and base for 1953 (30 percent of customs 


receipts) $158, 886, 746 
Budget estimate, 1953 (30 percent of customs receipts) 181, 000, 000 


Increase (in annual appropriation for sec. 32 purposes) +22, 113, 254 


Nore.—Due to an estimated carryover of $175,808,569 from the fiscal year 1952, a total of $356,808,569 is 
estimated to be available for section 32 purposes in the fiscal year 1953. Ofthis total, ‘the estimates tertativ ely 
—— of $75,000,000 for the fiscal year 1953, leaving a carryover of $281, 808,569 into the fiscal 
year 


Project statement 


. 1952 (esti- | Increase or 1953 (esti- 
Project . mated) | decrease mated) 


. | 
1. Direct purchases | $13, 476, 004 $68, 689, 400 | —$29, 029, 746 | $39, 659, 654 
2. Encouragement of exportation 24,459,920 | 25, 790, 952 +884, 048 26, 675, 000 
3. Diversion to byproducts and new uses... --..-- 167, 074 | rs 689, 648 +3, 003, 352 4, 693, 000 
4. Surplus removal operating expenses 2, 000, 319 | 2, 340, 000 | +7, 346 | 2, 347, 346 
5. Marketing agreements and orders 1, 238, 482 1,490,000 | +135, 000 | 1, 625, 000 
Total pay adjustment costs Essen [293, 554] [+14, 096) | (307, 650] 


Total obligations... ... . -----| 41,341,799 | 100, 000, 000 | —25, 000, 000 | 75, 000, 000 
Balance available in subse que nt year. +116, 921, 823 |-+-175, 808, 560 |+-106, 000, 000 | +281, 808, 569 


Total available 158, 263, 622 | 275, 808, 569 | +81, 000, 000 | 356, 808, 569 
Transfer in 1951 estimates to Marketing Serv- | 
ices, Production and Marketing Adminis- | 
SR bs enteseotunincnacapericsneeons>« | +316, 500 
Expenses of Defense Production, Executive 
Office of the President pursuant to Public | 
I Ce eh oak te oa ee aguheny | +226, 000 |... elivick Guinnallinetin Rakenthre aoe aa 
Prior year balance available | —47, 612, 873 \—116, 921, 823 | —58, 886, 746 | —175, 808, 569 








Total appropriation or estimate 111, 192, 249 | 158, 886, 746 | | +22,113,254 | 181, 000, 000 
| | 


REMOVAL OF SURPLUS AGRICULTURAL COMMODITIES 


Seasonally, particularly in perishables, there will be some surpluses develop 
during the marketing season. Use of section 32 funds in these instances is 
particularly important in times like the present, when there is great pressure on 
our over-all food supplies, because it places these surpluses in consumption 
channels, thus resulting in conserving available food supplies. 

Our estimate of obligations for surplus removal during the fiscal year 1953, 
including administrative costs thereof and administrative costs of marketing 
agreements and orders, is $75,000,000. This is $25,000,000 less than is esti- 
mated for the fiscal year 1952. Like the volume of CCC price-support program 
activities, however, section 32 program activity is extremely difficult to estimate 
in advance, and hence actual obligations may vary considerably from the esti- 
mate. Approximately 42 percent of the estimated obligations for the fiscal year 
1953 represent anticipated direct purchases of surplus fruits, vegetables, and 
poultry and poultry products, and 35 percent represent payments to encourage 
the exportation of surplus fruits. 

Based on the total amount of section 32 funds available for the fiscal year 1952, 
an estimated appropriation of $181,000,000 for the fiscal year 1953 and the esti- 
mated obligations in the fiscal years 1952 and 1953, it appears that section 32 
funds will have accumulated to approximately $282,000,000 by the end of the 
fiscal year 1953. The maximum carry-over permitted by law is $300,000,000. 

Administrative expenses of section 32 activities, including marketing agree- 
ments and orders, are estimated at $3,972,346 for the fiscal year 1953. This 
amount represents 1.1 percent of estimated available funds, whereas, the legal 
authority for such expenses is a maximum of 4 percent. The estimated adminis- 
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trative costs for marketing agreements and orders included in the estimate for 
1953 is $1,625,000, 

Mr. Gersster. Mr. Beach has already given you the pertinent 
figures in connection with availability of these funds, sir. 

Senator Corpon: If imports are increasing, should not the section 
32 funds be increasing? 

Mr. GerssuEr. I think two things are happening. Section 32 funds 
are to be used for certain specific purposes. The bulk of it is used 
for surplus removal, through purchases for direct distribution, de- 
velopment of export markets, and items like that. 

With the tightening up of the food situation, there are less surplus 
situations, and the use made of the funds has lessened somewhat in 
the last year or two. 

Senator Corpon. And the annual accretion has increased. 


HOUSE RECOMMENDATION FOR USE OF SECTION 832 FUNDS 


Mr. Grtssier. Has increased.- So it has worked the other way 
around. 

As the chairman pointed ovt, the House committee notes, in con- 
nection with section 32 funds, indicate a feeling on the part of that 
committee that a greater amount of those funds should be used if 
surplus commodities suitable for school lunch purposes are available, 
to supplement the appropriation for the school lunch program by 
providing additional foods to the program. 


USE OF SECTION 32 FUNDS IN FOREIGN ASSISTANCE PROGRAMS 


The House committee, I believe, in their notes, also registered 
objection to the use of section 32 funds to supplement the appropria- 
tion for the Mutual Security Act by providing commodities for foreign 
economic assistance at less than the Government investment in such 
commodities and stated that, in the opinion of the committee, this 
practice was in violation of the purpose for which the fund was estab- 
lished and should be discontinued. 

I think the House committee understands, and I would like to point 
out to this committee, that the Department, of course, has no choice 
in this matter. That is provided by law and is mentioned in section 
112 (f) of the Foreign Assistance Act of 1948. 

So if that practice is to be discontinued, it would require an amend- 
ment to that particular law. I believe the House committee under- 
stands that. 

Senator Corpon. Can you refer me to that criticism in their report? 

Mr. Beacu. Yes, sir. It is on page 3 of their report. 

Senator Corpon. Thank you. 

Mr. Geisster. Mr. Beach has just pointed out to me that at this 
particular time there does not happen to be the kind of program in 
effect that the committee objected to. 

Senator MayBank. This report says you ought to make more sur- 
plus foods available. You say there is not near the surplus foods 
today as there was a year ago. That seems to be the general testi- 
mony I have heard. i 

Mr. Geisster. They meant in connection with the school lunch 
program. 
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Senator MaysBank. It is not even available in large quantities for 
the school lunch program. 

Mr. Getssuer. It certainly is not available in the quantities that 
have been available in the past. 

Senator Maysanxk. I do not know whether or not they serve those. 
There ought to be people like that in the program, as I understand. 

Senator Haypen. I understand your contention is that whatever 
has been done was done in accordance with law. 

Mr. Getsster. Yes; and I believe the House committee understands 
that. They feel there is a conflict in the Foreign Assistance Act of 
1948 as compared with legislation applying to section 32 funds, in 
that section 32 funds were never intended in the purpose provided 
for in the Foreign Assistance Act of 1948. - 

Senator Cornon. Is it your view that the 1948 Foreign Assistance 
Act does make provision for the use of those funds? 

Mr. Grissuer. I would like to have Mr. Beach discuss that. 

Mr. Bracn. Yes, sir; it does definitely do so. I can give you a copy 
of that provision of the law for insertion in the record. 

Senator Corpon. Read it. 

Mr. Breacu. I had better read the whole thing, section 112 (f) of 
the act: 

Subject to the provisions of this section, but notwithstanding any other pro- 
vision of law, in order to encourage utilization of surplus agricultural commodities 
pursuant to this or any other act providing for assistance or relief to foreign 
countries, the Secretary of Agriculture, in carrying out the purpose of clause (1), 
section 32, Public Law 320, Seventy-fourth Congress, as amended, may make 
payments, including payments to any Government agency procuring or selling 
such surplus agricultural commodities, in an amount not to exceed 50 per centum 
of the sales price (basis free along ship or free on board vessel, United States ports), 
as determined by the Secretary of Agriculture, of such surplus agricultural com- 
modities. The rescission of the remainder of section 32 funds by the act of July 
30, 1947 (Public Law 266, 80th Cong.), is hereby canceled and such funds are 
hereby made available for purposes of section 32 for the fiscal vear ending June 30, 


1948. 

That was approved April 3, 1948. The rescission that they refer to 
is the rescission of the balance of section 32 funds that took place in 
1947. This particular language removed that rescission and made 
those funds available for the purposes stated. 

Senator HaypEen. The present act does not contain a provision of 
that kind, does it? 

Mr. Beacu. This language is in existence in the act that is currently 
operable. I am not sure whether it is in the one coming before the 
Congress, but it is still in effect. 

Senator MayBank. If it is not in the new act, would it be in effect? 

Mr. Beacnu. No, sir. I say I am not sure whetber it is in the new 
act. 

USE OF FUNDS IN FOREIGN AID PROGRAMS 


Senator Corpon. How have you been applying it? 

Mr. Beacu. It has been applied by meeting a portion of the cost of 
commodities owned by Commodity Credit Corporation tbat have 
been exported to countries with ECA funds. ECA or the Army 
would bear a portion of the cost and section 32 would bear the 
remainder. 

Senator Corpon. What I want to be certain of is that when you 
meet up with half the cost, do you pay half of it? 
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Mr. Bracu. It ranges up to 50 percent. In some cases it is less. 
_ Senator Corpon. I know it can range up to 50 percent, but do you 


98 take 50 percent and let it ride, or do you occasionally drop a 
ittle under 50 percent? 


PAYMENTS MADE UNDER MUTUAL SECURITY ACT OF 1951 


Mr: Beacn. It is below 50 percent in some instances. 

I can give you a statement of what the actual cost has been. 
Through the fiscal year 1951, the total payments made for commod- 
ities that fell within this provision of the law amounted to $168 million. 
That would be the amount of funds that would be used for exporting 
those commodities. 

Section 32 funds covered approximately 30 percent of that cost, 
$56,312,165, while the ECA funds were $92,537,537. 

Senator Corpon. What kind of agricultural products are those? 
Do you have a statement showing the amount and the commodities? 

Mr. Beacn. Yes, sir. 

Senator Corpon. Can that be made a part of the record? 

Senator Hayprn. That will be done. 

(The material requested follows:) 
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Senator Haypen. Do you have anything further, Mr. Geissler? 


Commopity Crepit CorRPORATION ADMINISTRATIVE EXPENSES 


Mr. Getsster. We would like to discuss the requested authorization 
for the Commodity Credit Corporation administrative expenses. 
(Schedules from the justifications are as follows:) 


Administrative expenses, Commodity Credit Corporation 


Appropriation act, 1952 Ba $16, 500, 000 
Anticipated pay-adjustment supplemental ir 1, 080, 000 


Available, 1952, and base for 1953 17, 580, 000 
Budget estimate, | a eR 5 ete #. 17, 876, 000 


Increase ____ + 296, 000 


SUMMARY OF INCREASES AND DECREASES, 1953 


Increase for cotton price-support operations__.___.__..__..____-- + 684, 810 
Decrease in other price-support activities gales — 148, 810 
Decrease in contingent reserve for price-support operations - Fea — 240, 000 


Project statement 


> 1952 (esti- Increase or 1953 (esti- 
Project | 1951 mated) decrease mated) 


1. Price-support program.._.............-....-.| $17,556,105 | $14,877,000 +9536, 000 | $15, 413, 000 
2. Storage-facilities program | 1, 022, 811 860, 000 860, 000 
3. Commodity-export program } 15, 194 ‘ 16, 125 
4. Subsidy program (in liquidation) - 43, 650 26, 875 

Subtotal ___--- ' 18, 637, 760 E ‘i 16, 316, 000 
ae reserve for price ‘support. opera- 


Unvbligated balance | 4 a 
Total pay adjustment costs. ._.........-..----| focades ade , 090, (+64, 219}} —[1, 154, 219) 


Total available or estimate __- 19, 100, 000 , +296, 000 17, 876, 000 
Anticipated pay-adjustment supplemental. --. “ 


Total limitation or estimate 19, 100, 000 16, 500, 000 





CCC ADMINISTRATIVE EXPENSES 


The budget request is for a limitation of $17,876,000 on the amount of CCC 
funds that may be used for administrative expenses. Of this amount, $1,154,219 
represents additional pay costs resulting from enactment of Public Law 201. 
Thus, the limitation on a comparable basis to that approved for 1952 ($16,500,000) 
would be $16,721,781. We are recommending that $1,560,000 of the limitation 
be held in budgetary reserve to be used only if CCC program volume estimates 
change upward. If the volume of activity turns out to be less than when the 
budget estimates were made, more of the total would be placed in reserve. 

The major programs of the Commodity Credit Corporation, of course, are the 
price-support program and the closely allied storage-facilities program. Through 
these programs, the Corporation performs three functions of major importance. 
It assists in stabilizing agricultural prices by assuring farmers of a floor under the 
prices they may receive for their products. It makes it possible for farmers to 
market their crops in an orderly manner. It aids in maintaining a national supply 
of agricultural commodities sufficient to meet unusual demands or to offset crop 
failures. The Corporation’s activities have been directed toward these objectives 
since it was first established in 1933. 

Price-support levels for individual commodities, established in accordance with 
existing laws, do not represent a guaranty of profits or even an assurance of a full 
return of costs to farmers. Instead, they represent a minimum Price which 
farmers are assured may be obtained for their crops. ‘These “floors” under farm 
prices constitute the only assurance that farmers have that prices for their crops 
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will not drop to runious levels if they produce the quantities of commodities 
required to provide adequate supplies for consumers and build up safe reserves. 
They must have at least this assurance if we are to obtain the production required 
to provide adequate supplies to consumers at fair prices. 

The price-support program makes it unnecessary that farmers market all of 
their crops at harvest time. By taking advantage of price-support loans, or 
purchase agreements if they do not need financing, they are able to market their 
crops in line with demand conditions and thereby benefit from any improvements 
in market prices that may occur. This process tends to reduce the extent of 
seasonal market fluctuations both upward and downward, to the benefit of 
consumers and farmers. 

When production of individual crops is larger than current demand, and market 
prices fall below support levels, the Commodity Credit Corporation acquires title 
to substantial quantities of agricultural commodities. These acquisitions form a 
part, sometimes the major portion, of our national reserve supplies. Both at the 
beginning of World War II and after the beginning of hostilities in Korea, the 
reserve supplies held by the CCC were of important assistance in meeting the 
extraordinary demands that developed and in controlling price inflation. Reserve 
supplies of storable commodities are a protection to the Nation’s food supply in 
the event of crop failures or excessive crop damage. They tend to hold down tte 
price of food to consumers when such disasters occur. 

The budget document shows information in detail concerning the activities of 
the CCC in the fiscal year 1951, and the estimated activities in 1952 and 1953. 
Since crops that will be harvested and marketed in the fiscal vear 1953 have not 
been planted at the time it was necessary to make the 1953 estimates, it is ob- 
vious that considerable change may be expected in the estimates for individual 
commodities before the beginning of the fiscal year 1953. Likewise, because of 
the influence of weather and changes in both domestic and foreign economic 
factors, program volume estimates may have to be adjusted several times dvring 
the fiscal vear. 

The 1953 estimates are based on several general assumptions formulated with 
the assistance of the Bureau of the Budget, the Bureau of Agricultural Economies, 
the Office of Foreign Agricultural Relations, and others. These assumptions 
were as follows: 

1. That production of agricultural commodities will be close to production 
goals. 

2. That there will be continuation of tense international relationships. 

3. That national income and industrial activities will continve their upward 
trend with the attainment of planned military preparedness obj-ctives. 

4. That foreign demands for United States farm products will be near or slightly 
above the fiscal year 1951 level. 

5. That average or normal crop conditions will prevail. 

6. That acreaze allotments will be in effect onlv on peanuts and tobacco. 

Generally speaking, it is estimated in the budget that there will be heavy 
production of the major commodities and consequently a sizable volume of CCC 
loans and purchases in the fiscal year 1953. The loan activity for the fiscal year 
1953 is estimated at about twice that for the fiscal year 1951, and about 20 per- 
cent over that for the fiscal year 1952. Purchases probably will be slightly less 
in 1953 than in both 1951 and 1952, while sales will be about the same as in 
1952. No large accumulation of inventories is estimated in the fiscal year 1953. 

Based on a conversion of the program volume estimated for 1953 to the number 
of units of each type of work involved, and a calculation of the related cost of 
this work based on performance records, it is estimated that the actual amount 
of funds required to carry out the program activity included in the budget esti- 
mate is $16,316,000. This amount includes nearly $1,200,000 representing the 
net increase in pay costs resulting from enactment of the new pay act. 

Since we anticipate that program volume estimates will change, we are request- 
ing that the limitation on administrative expenses be set at $17,876,000, of which 
$1,560,000 would be held in reserve for use only if price-support activity in 1953 
is indicated to exceed the budget estimates. If the reverse is true, additions 
would be made to the reserve. This reserve provision, which is similar to that 
in effect this year, will make it possible for the Corporation to handle workload 
resulting from unpredictable changes in program volume, and should eliminate 
any necessity for requesting supplemental funds. In the event a portion of the 
reserve is required, hearings would be required before the Bureau of the Budget. 
This would enable the Corporation to promntlv meet its responsibilities to 
producers and the trade. 
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Our experience this year provides a good example of the satisfactory operations 
of such a reserve provision. When the first crop reports on cotton were released, 
it appeared certain that the CCC would receive at least 4 million bales of cotton 
under loan. Trade estimates were as high as 5 to 6 million bales. We estimated 
the costs incident to placing 4 million bales of cotton under loan and subsequent 
activity to be $1,700,000 for the fiscal year 1952, based on detailed workload 
data and performance records. Hearings were held before the Bureau of the 
Budget, and release of this amount from the reserve of $2,500,000 established by 
the 1952 appropriation act was approved. Later, when crop estimates were 
sharply reduced, and the price situation materially improved, we immediately 
revised our estimates to 1 million bales, and returned $1 million to the reserve. 
We anticipate that we will be able to return the remaining $700,000 to the reserve 
shortly, despite the costs incurred in making preparations to handle a large 
volume. The reason is that other price-support activity did not develop as 
anticipated and we are adjusting our operations accordingly. 

We will be glad to go into as much detail as you wish with respect to our CCC 
estimates, including both the program volume estimates and the conversion 
thereof to administrative expense requirements. 


e 


RESTORATION OF CCC CAPITAL IMPAIRMENT 


The Corporation’s 1953 budget contains language that will authorize a restora- 
tion of capital in an amount not to exceed $120,000,000. Since capital restorations 
have been the source of some confusion in the past, it may be well to devote a 
few moments to this subject. The act of March 8, 1938, which authorizes the 
restoration of the Corporation’s capital on the basis of an appraisal by the United 
States Treasury, defines asset values for appraisal purposes as the lower of cost 
or average market prices for the month of June. onsequently, the Treasury is 
obligated to apply this principle in evaluating the Corporation’s assets in order 
to determine whether the Corporation has impaired its capital or made a profit. 
The Corporation, on the other hand, follows generally accepted accounting 
practices in evaluating its assets and takes and takes into consideration prospec- 
tive sales outlets, the effects of production and price-support levels on competitive 
market prices as well as the cost of carrying the assets for a period not in excess 
of 1 year. As a result, the figure shown on the Corporation’s books is usually 
somewhat different from the impairment calculated by the Treasury. 

The timing of capital restorations also tends to make these transactions difficult 
to understand. For example, the notes representing the Treasury’s appraisal of 
capital impairment as of June 30, 1950, were not canceled until August 1951. 
Thus, in determining the amount of capital impairment for budgetary purposes, 
we must first deduct the restoration of the June 30, 1950, impairment ($421 
million) from the deficit shown on the books of the Corporation as of June 30, 
1951 ($575 million). It was estimated, when the budget was prepared that the 
application of Treasury appraisal principles to the remainder ($154 million) 
would reduce the capital impairment to a figure not in excess of $120 million, the 
amount shown in the budget authorization. Since the budget was prepared, 
the Treasury appraisal has been completed, and the amount of restoration re- 
quired will actually be $109,391,154. 


ESTIMATED REQUIREMENTS FOR FISCAL 1953 


Mr. Getsster. The budget request authorization for this item was 
$17,876,000, of which $1,560,000 was recommended to be held in 
the budgetary reserve. 

This included $1,154,219 for increased pay costs under the recent 
pay act. 

The estimate was calculated on the basis of the workload that would 
result from our estimates of the loans to be made, purchases, sales, 
repayments, inventory management, et cetera, by using actual work- 
performance records. 

We have a statement which explains the method of estimating 
requirements which was used and which we could make available to 
the committee if they would like to have it. 
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The reserve requested would be usable only if the Budget Bureau 
approved its release on the basis of a larger volume of work than indi- 
cated by the budget estimates. 

In other words, it would be held in the reserve unless the volume of 
work increased above the estimates that we had made. 


EFFECT OF HOUSE COMMITTEE ACTION 


The House committee recommended an authorization of $16,500,000, 
of which they recommended that $2,500,000 be held in reserve. 

This is a reduction of $1,376,000 in the total estimated of $17,876,- 
000, and the portion available, excluding the reserve, is $2,316,000 less 
than we estimated we will need. 

The effect of the House committee cut is that the portion of the 
limitation not placed in reserve probably will not finance as much 
activity as the estimated volume in 1952 because of the increased pay 
costs. This would mean that approximately $1 million of the reserve 
would have to be used to finance the increased pay costs in 1953 if the 
program volume does not exceed that for 1952. 

If the program volume for 1953 proves to be as estimated in the 
budget, practically all the limitation, including the reserve, would be 
required, and if the program volume for 1953 exceeds our estimates 
it would probably be necessary to request a supplemental authorization. 

This, again, hinges upon what price conditions will be next fall and 
what volume of these commodities will be offered under the price- 
support loan program, or whatev er other type of price-support program 
isin operation ‘That, again, as I know you gentlemen understand, 
depends on many factors, the size of crops, general economic condi 
tions, and demand. 

We have to guess a long way ahead. 

Senator Haypen. You say you might want to come back for a 
supplemental appropriation. In the event that conditions were such 
that you were required to do these things, does the law compel you to 
do them? 

Mr. Getssier. Yes. 

Senator Haypen. Is it an obligation imposed by law? 


EFFECT OF MANDATORY PROGRAM ON ADMINISTRATIVE EXPENSES 


Mr. Geisster. Yes. The law says, for example, that we must 
have a cotton price support program, and that program is to be 
announced at a support level of 90 percent of parity. If prices stay 
fairly high, we may get half a million bales, if prices should sag, we 
might get 3 or 4 million bales under loan. 

We can’t say we can take a million with the administrative money 
we have, but not the rest. I mean from an administrative standpoint, 
we must be in position to make all loans requested and handle the 
related work, such as protecting the Government’s interests in inven- 
tories, etc. 

Senator MaysBank. Last fall, when you announced that big crop, 
prices started to go to pot. 

Mr. GeissLer. Yes, and when the prices got so low farmers placed 
their crops under loan and the prices started going back up. 
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Senator MayBanx. At one time they could not get back up to a 
certain basis. 

Mr. GerssLer. These price support programs, Senator, are all 
authorized or mandatory under law, and they are announced prior to 
the planting season so that the Department and the Commodity 
Credit Corporation and the Government as a whole have an obligation 
to stay by their announced price support program. 

Senator Haypen. What I am getting at is that we have what is 
called the antideficiency law, and under normal procedure, you could 
not do things if you did not have the money. 

Mr. Getssuter. This is talking about administrative money, and 
we certainly will not spend beyond the money available until it is 
provided for by Congress. 

Senator Corpon. You are not talking now about an increase in 
administrative costs, are you? You are talking about an increase in 
the funds which will be available for a purchasing program. 

Mr. GetssLer. No, we are speaking only of funds for administrative 
expenses. 

Senator Haypen. What he is talking about is that the House com- 
mittee cut the administrative costs of carrying on the program, which 
he says has a direct relationship to the volume of business they do. 
If the volume of business is not great, the administrative costs will 
go down. 

If you must perform this service to the producers, you have to 
have the personnel to do it. 


USE OF BUDGETARY RESERVE FOR ADMINISTRATIVE EXPENSES 


Mr. Getssuter. Yes. Senator, that is why it was recommended 
this year that an amount be made available which would cover what 
we thought the volume would be. Then, because that is a very 
indeterminable factor as far ahead as we have to estimate, we sug- 
gested that an amount in addition to that be put in reserve, which 
would not be available to us unless the volume of the work would 
exceed the estimates upon which the amount available was predicated. 
That works very well because there is absolute control over the funds. 
The reserve is not available to us until the Budget Bureau has cleared 
it, and we demonstrate that the volume of work is in excess of what 
the estimates were predicated on. 

Of course, that idea is followed in the House committee report, but 
the total amount recommended is lower. 

I merely want to point out to the committee that if the volume of 
price support activities is less than we estimated, the total funds pro- 
vided in the House committee bill are adequate, but if the volume 
comes up to our estimates, it will take all of the funds, and if there is 
any sizable volume in addition to our estimates, there will be no 
reserve to draw on. We believe there will have to be a minor change 
in language to clarify the House committee’s intent regarding use of 
the reserve. 

Senator Corpon. Are you saying that you may have done the last 
thing that can be done in economy and administration and that you 
cannot do any more? om 
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REDUCTIONS EFFECTED IN ALL PERSONNEL 


Mr. Getssuer. I would say that an analysis of the number of 
personnel being employed in the Commodity Credit Corporation in 
our general operations would indicate that we have reduced our 
personnel substantially in the last year, Senator. 

Senator Corpon. You might have been able to reduce it twice as 
much as you have and still have too much; I do not know. ‘1 hat 
does not mean anything to me, so far as proof is concerned, as to 
whether or not you can reduce it further. 

I do not know that you can, you understand. You may have this 
thing down to the last word in economy; I do not know. I doubt it, 
as far as that is concerned. 

Mr. GetssuEer. | certainly would not make the statement that we 
have this thing down to perfection and ultimate economy. I am 
merely pointing out we made a very intensive study last year and 
that we reduced the personnel substantially. 


HOUSE COMMITTEE ACTION ON CCC ADMINISTRATIVE EXPENSES 


Senator Corpon. What I would like to ask you is this: You were 
before the House committee. So far as I know, there is nothing in the 
hearings here particularly about any fixed opinion on the part of the 
House committee that you could meet these goals which vou feel you 
may have to meet with this amount that has been allowed. 

Was there any indication there that they felt the amount you asked 
for was too much money to administer the kind of program that you 
outlined to them and which you expected to administer with the 
funds you asked for? 

Mr. Geisster. No, sir. I do not recall anything in the notes that 
would indicate they felt it would not take the amount of money we 
asked for, for the volume we anticipated. 


EXPENSES OF PRICE SUPPORT TRANSACTIONS 


Senator Corpon. But there is no express statement in the House 
report anywhere to the effect that the amount of administrative funds 
recommended was predicated on your having a smaller program-than 
you estimated you would have, is there? 

Mr. Getsster. I think their report does indicate that. 

Senator Corpon Will you refer me to that? I think then we know 
what we are doing. 

Senator HaypEeNn. The report says: 

. . . Of tne funds provided, $2,500,000 is placed in reserve for use only as may 
become necessary to meet an unusually heavy load of price-support transactions. 


The best information available to the Committee indicates tnat price support 
demands for 1953 will not exceed those for 1952. 


Senator Corpon. Did they increase the amount this year over 
last year? 

Mr. Beacu. Sir, the amount of the authorization for 1952 is 
$16,500,000, of which $2,500,000 was placed in reserve. 

Senator Corpvon. And the authorization for 1953 is the same 
amount, with none in reserve? 

Mr. Beacu. With $2,500,000 in reserve. 
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We have had an increase in our costs of doing business because of 
the Pay Act, of approximately $1 million. That would mean in 
effect we have $1 million less to do the basic amount of work with 
than was estimated for 1952. 


EFFECT OF INCREASED PAY COSTS 


Senator Corpon. You figure you could not absorb any of the pay 
increase? 

Mr. Bracu. No, sir; in fact, we are absorbing all of it out of the 
reserve this year. 

Senator Corpon. You are not absorbing it if you pay it out of the 
reserve; you just use the reserve funds to pay the additional cost. 
You absorb it if you do not pay it. 

Mr. Bracu. The only way to do that is to remove people. 

Senator Corpon. That is right. 

Mr. Bracu. We have reduced our staff as low as we possibly can 
at this time. 

Senator Corpon. Then you have not absorbed any of the pay in- 

‘crease, have you? 

Mr. Bracu. Some of it we have absorbed by reduction in staff. 

Senator Corpon. How much? 

Mr. Bracnu. I cannot tell you offhand exactly how much it would 
be. I think it is in the neighborhood of about 150 thousand dollars 
for the Commodity Credit Corporation. 

Senator Corpon. And the pay increase increased your adminis- 
trative costs by how much, in total? 

Mr. Bracu. By approximately 1 million dollars. 

Senator MayBank. That is, the Commodity Credit Corporation? 

Mr. Brac. Yes. That is based on an authorization of $16,500,000, 
you see. 

Senator Corpon. So if there is $850 thousand that you feel you 
cannot absorb, you must meet it either by payment from the amount 
appropriated and available, exclusive of reserve, or you musf dip into 
the reserve immediately. 


USE OF BUDGETARY RESERVE IN 1952 


Mr. Beacu. That is correct. 

This year, Senator Cordon, we had the reserve provision. We drew 
$1,700,000 of that reserve when the cotton estimates first came out 
and indicated a very large cotton crop. 

As soon as the later crop report came out indicating a drop-off in 
the cotton acreage, we turned back one million dollars of that reserve 
immediately, that is, within a few days. We planned to turn back 
the remaining $700,000. From the standpoint of actually managing 
the reserve in relation to workload, we would have returned the full 
reserve, -we believe, by the end of this fiscal year. 

However, when the supplemental for pay increase was proposed, 
we indicated that we could not do the work-load we have to do and 
absorb that pay increase. We did not want to draw on the reserve 
for this purpose unless it was approved by the Congress. 

Senator Corpon. The House committee, in substance, left you 
with the necessity of absorbing this, did they not, because they did 
not give you any more money :nd put the same amount in reserve? 
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Mr. Beacu. Yes, sir. 

Senator Corpon. Evidently, they did not agree. 

Mr. Beacu. I was speaking of 1952; presumably we will be permitted 
to absorb it out of the reserve. At least that is the way it has been 
reported. 

In connection with 1953, requirements for pay costs apparently 
were not considered. 

RESERVE FUNDS 


Senator Corpon. What was the first year that you had an appro- 
priation which included a reserve? 

Mr. Bracu. This year. 

Senator Corpon. 1952? 

Mr. Bracn. Yes. 

Senator Corpon. And in 1952 you drew down from the reserve 
$1,700,000 at one time or another during the year did you not? 

Mr. Beacn. All at one time, sir. It was based entirely on the 
prospective needs for handling the cotton price support program. 

Senator Corpon. Later, in the same year of 1952, which is the 
current fiscal year, you have returned one million dollars; is that 
correct? 

Mr. Bracu. One million dollars; yes, sir. The remainder of the 
reserve is still in our hands, seven hundred thousand dollars, which we 
plan to return also. 

Senator Corpon. During this fiscal year? 

Mr. Beacu. Yes. 

Senator Corpon. When you get an appropriation this year of 
sixteen million, $16,500,000, does that, by the way, include a reserve 
for this year? 

Mr. Bracn. Yes, of the same amount, 

Senator Corpon. Is that reserve in addition to the carry-over 
reserve, or does the reserve that otherwise would be a carry-over return 
to the Treasury? 

Mr. Bracu. No, sir. You see, this is not an appropriation; it is 
an authorization to expend funds of the Commodity Credit Corpora- 
tion for expenses. It expires on June 30. Any provision applicable 
to the reserve would also expire on June 30. 

Senator Corpon. The reserve that is set up is, in fact, a continua- 
tion of authority to expend $2,500,000 more if you need it; is it not? 

Mr. Bracu. If necessary. 

The committee indicated that the reserve was for the purpose of 
taking care of an unduly large volume of price support transactions. 

Senator Corpon. It is in no sense a revolving fund, is it? 

Mr. Beacu. No, sir. 

Senator Corpon. If I understand you, you feel that the amount of 
$16,500,000 will not be enough to carry on the program as you now 
envision it for the year 1953; is that not correct? 

Mr. Getsster. No, that is net correct. 

Senator Corpon. All right, what is correct? 


PURPOSE OF BUDGETARY RESERVE 


Mr. Geisster. You see, the way this reserve provision has been 
developed is that we determine an amount which would in effect be a 
base figure, which would be needed if the program volume is in line 
with our estimate. 
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But the reserve was provided so that in case our estimates are low, 
we do not have to come back for a supplemental authorization in 
order to carry on the program uninterrupted. 

I think our opinion about what the House bas provided for would 
be that by drawing down all of the reserve, we could handle the price 
support program activity to the extent of our estimates, but if the 
volume should exceed our estimates, we would be forced to come for- 
ward for a supplemental authorization. 


DETERMINATION OF ESTIMATES FOR CCC ADMINISTRATIVE EXPENSES 


Senator Corpon. Are those estimates for the ensuing year larger or 
smaller than your estimates were for 1952? 

Mr. Beacu. They are larger, sir; approximately 20 percent more 
pane and purchases, very little change in inventory, a slight increase 
in sales. 

Senator Corpon. That information was furnished to the House 
committee, was it? 

Mr. Getsster. That is correct. 

Mr. Beacu. We have a little set of charts here that clearly de- 
scribes how we arrived at our estimates. It is a matter of using 
performance standards, workload information, and cost experience. 

Senator Corpon. Should that go into our record, Mr. Chairman, 
if it is in a form that can be put into the record? 

Senator Haypren. Yes. Without objection, the charts will be 
made part of the record. 

(The charts referred to follow:) 


METHOD OF DETERMINING CCC ADMINISTRATIVE EXPENSES, Fiscal YEAR 1953 


A. Commodity field operations 
B. Washington branches and offices 
>. Services performed by other agencies 
D. Contingent reserve for price-support operations 
E. Summary of costs 


A. Commopity Fretp OPERATIONS 
Strep I.—Program volume is estimated by commodity and activity 
CORN 


LOANS =| COLLATERAL LOANS =| BEGINNING SALES ENDING 
MILLIONS TO BE TO BE TO BE INVENTORY AND INVENTORY 
OF BUSHELS __REPAID ACQUIRED | RESEALED | 7/1/52 | DisPosiTion| 6/30/53 _ 
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Srep II.—Program volume converted to number of documents or transactions (work- 
load units) 


Ten thousand bushels placed under loan: 
One direct loan made 
Nine indirect loans recorded 
Six indirect loans purchased, etc. 
Ten carloads of corn moved from a country elevator to a terminal warehouse: 
One loading order 
One load-out report 
Ten bills of lading 
One unload report 
One invoice for loading and storage charges 
One loading order settlement 
Eleven freight bills (one for accessorial charges), etc 


Strep III.—Workload units converted to direct labor requirements 














INDIRECT LOANS (NOTES) 421,100 


TOTAL ALL DIRECT LABOR, 
LESS LEAVE 


Stree [V.—Direct labor man-year requirements converted to dollars 


' 
| 

+ Man-yearre- | Times average 

| quirements | annual salary 


Equals salary 
| cost for direct 
labor 


Direct labor... . eink ke daees 1, 672. $3, 508 | $5, 866, 423 
Leave (annual, sick, holiday, ete.) ; 240.3 | 3, 508 | 843, 465 


Total ; * 1, 912. £ 3, 508 | 6, 709, 888 


| 
' 
i 


Notge.—Total direct labor cost varies with program volume. 


Ster V 
Other costs: 
1. Fixed labor and supervision . $1, 693, 680 


2. Other costs (travel, printing and binding, rent, IBM, ete.) ___- 2, 236, 399 
Direct labor cost 6, 709, 888 


Total commodity field operations : 10, 639, 967 
Note.—Total commodity field operation cost is 65 percent of total CCC administrative expenses. 
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B. WasHINGTON BRANCHES AND OFFICES 


WASHINGTON BRANCH AND OFFICE COSTS WERE ANALYZED BY FUNCTION AND 
PROGRAM. 1953 ESTIMATES ARE BELOW THE 1952 LEVEL AND 31 PERCENT UNDER 
1951 (BEFORE PAY COST ADJUSTMENT) 


PROGRAM FORMULATION | FISCAL, TRANSPORTATION, AUDIT, COMPLIANCE TOTAL, WASHINGTON 


AND AND AND INVESTIGATION BRANCHES AND 
___ DIRECTION WAREHOUSING SERVICES — SERVICES 








Os.ieations (millions) 


1951 '52 "53 1951 '52 153 1951 152 "$3 


NOTE: 1952 AND 1933 INCLUDE PAY COST ADJUSTMENT PURSUANT TO P.L.201. 


C. TRANSFERS TO OTHER AGENCIES FOR SERVICES PERFORMED 


State offices $1, 759, 000 
General Accounting Office 223, 750 
PBA, rent 72, 000 
Legal and other services 370, 218 


2, 424, 968 
D. Contincent Reserve For Price Support Operations, $1,560,000 
NEED FOR RESERVE 


1. Impossible to estimate precisely the administrative expenses because— 
(a) Program estimates are prepared prior to planting of crops. 
(6) Unpredictables factor such as weather, insects, and other crop condi- 
tions. 
(c) Changes in world and domestic economic conditions. 
2. Price support operations require administrative flexibility. 
(a) Insufficient funds have resulted in— 
1. Accumulation of large backlogs which cost more than if handled in 
the regular course of operations. 
2. Delay in settling with producers, warehousemen, railroads, etc.; 
thus subjecting the Corporation to severe criticism. 
3. CCC history reflects numerous supplements—since 1938, supplementals 
have averaged one per year. 
USE OF RESERVE 
1. Reserve will not be used unless it is indicated that price-support operations 


will exceed the budget estimates and then only with the consent of the Bureau of 
Budget. Reserve will increase or decrease as program operations change. 
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E. Summary or CCC Apminisrrative Expenses, 1953 


A, Commodity field operations $10, 639, 967 
B. Washington branches and offices ! 3, 251, 065 
C. Transfers to other agencies for services performed 2, 424, 968 
D Contingent reserve for price-support operations 1, 560, 000 


E. Total limitation 17, 876, 000 


TOTAL 
LIMITATION 


CONTINGENT RESERVE FOR PRICE SUPPORT OPERATIONS 
TRAWSFERS TO OTHER AGENCIES FOR SERVICES PERFORMED 
WASHINGTON BRANCHES AND OFFICES | 


“A 


1/ Includes Field Offices of the Washington Branches and Offices. 


COMMODITY FIELD OPERATIONS 


Mr..Roserts. Mr. Chairman, there is also a very detailed discus- 
sion of this process in the record of the House hearings; it can be 
found in the House hearings, volume 2, beginning at page 1221. 

Senator Corpvon. Are these charts in the House hearings? 

Mr. Beacu. No, sir. 

Mr. Roserts. But the process was described in connection with 
the charts. 

Senator Corpon. I think the charts will be most helpful, Mr. 
Chairman. 

I think we have the general background now. 

Thank you. 

Senator HaypEN. Does that conclude your statement, sir? 


INTERNATIONAL WuEeat AGREEMENT 


Mr. Geisster. We have one other item, and that is the Interna- 
tional Wheat Agreement item. — 
(Schedules from the justifications follow:) 


International Wheat Agreement 


Appropriation Act, 1952 (1950 operations) $76, 808, 000 
Budget estimate, 1953 (1951 operations) 182, 162, 250 


Change +105, 354, 250 


Project statement 


' 
1952 appro- Pa is , 
priation | | 1953 estimate 


- eos 44 oe ae | (fiscal year 
By project or function me Increase 1951 


operations) | | operations) 


—|— iia ene illo ination 


Differential payments to commercial exporters. .-- cwecett 200i 762, 870 +-$62, 949,799 | $99, 712, 669 
Banari of cce price support and supply stocks 38, 873, 852 | +39, 785,311 | 78, 659, 163 
Interest... --------------- ----- ene ne nn ener nen wenn nee n eee 1,171,278 | +-2.619, 140 | 3, 790, 418 

Total costs......------------------------e---------------| 76, 808, 000 | +106, 354, 250 182, 162, 250 


LLL LLL LLL LLL LLL LLL LLL LLL LLL LLL LLL LTC 
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COSTS OF 1951 OPERATION OF WHEAT AGREEMENT 


Mr. Getssuer. The request for reimbursement of the cost of the 
International Wheat Agreement for the fiscal year 1953 is $182,162,250. 
This includes $178,371,832 of program costs—which means actual 
payments and administrative expenses—and the remainder is repre- 
sented by interest costs to be incurred during the fiscal years 1951 
and 1952. 

The appropriation for 1952, covering the 1950 fiscal year, was 
$76,808,000. 

Now, as you understand, the Commodity Credit Corporation acts 
as an agent of the Government in the operation of this agreement, 
and these are the costs incurred. ' 


WHEAT AGREEMENT RELATED TO FOREIGN POLICY 


Senator Haypen. I distinctly recollect that Senator Russell pro- 
tested last year that this was an item that did not belong here, that it 
was an expense incident to carrying out the foreign policy. 

Mr. Greisster. The Department took the position last year that 
this item should be covered by an appropriation for the specific 
purpose of carrying out the provisions of the International Wheat 
Agreement. 

Mr. Roserts. I think what Senator Russell had in mind was that 
this is not an item that should be charged to Agriculture, and should 
not be included in the agricultural appropriation bill. 


RECOMMENDATION OF CONFERENCE COMMITTEE, FISCAL 1952 


In the conference report on the agricultural appropriation bill last 
year, the conference committee asked that this item be eliminated 
from this bill in future years. 

Senator Haypen. That is correct. 

Mr. Roserts. When the Department of Agriculture submitted its 
estimate for 1953 to the Budget Bureau, we called specific attention 
to the request of Congress and asked the Budget Bureau to consider 
it in sending the estimates forward. 

However, the Budget Bureau did not act favorably on the request. 

Senator Corpon. ere would you put it if you took it out, as a 
practical proposition? Would it be put into another independent 
agency of some sort? 

Mr. Roserts. In terms of the way it has operated in the past 2 
years, it would probably go with foreign aid. 

Senator Corpon. I agree with you that it is foreign aid. 

By the same token, the payment you make on surplus foods, 
foreign assistance, is not properly in the Department of Agriculture 
budget either. 


RECOMMENDATIONS OF HOUSE COMMITTEE, 1953 


Mr. Roserts. I think that was perhaps the thinking behind the 
comment in the House committee report this year regarding the use 
of section 32 funds that you discussed just a few moments ago. 
They have the feeling that section 32 funds are not provided for a 
foreign aid program and should not be used for that purpose, but 
that rather funds appropriated for foreign aid purposes should be used 
to meet the costs of the foreign aid program. 
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Senator Corpon. I am in agreement that neither of the activities 
is properly a part of the work of the Department of Agriculture. They 
probably belong in foreign relations fields. But inasmuch as the 
Congress has in the law provided for utilization of the Department of 
Agriculture staff and agency to handle them, some way or other they 
are going to have to be attached to the Department of Agriculture. 

Mr. Getssier. From the administrative standpoint, I don’t believe 
that is objectionable, but I think if the appropriation was handled in 
such a way that it would be specifically recognized as the financing of 
the International Wheat Agreement or any other program of that 
nature, then it would be very easy to delineate the cost of that kind of 
operation, from a strictly domestic agricultural program cost. 

Senator Corpon. That should be done. 


LANGUAGE AMENDMENT REQUESTED 


Senator HaypeNn. Could you supply us with language to be put 
in the bill to do it? I think the committee should be interested in 
having it, to clarify the situation. 

Mr. Getsster. I am sure we can do it. 

Senator Corpon. See what you can do. Clarify it to have it in 
the act and not in the report. 

Mr. Getsster. Do you mean the language in the appropriations 
act? 

Senator Corpon. Yes. The request was that it be done and the 
request has not been heeded. Let us see if we can do it. 

Mr. GetssLer. Yes, sir. 

Senator Haypren. That will appear in the record at this point. 

(The information referred to follows:) 

As we understand it, the chairman is of the opinion that provision for 
financing the cost of the International Wheat Agreement should not be carried in 
the agriculture appropriation bill, but should be included in other legislation with 
items involving foreign policy. After examining the matter at length, the De- 
partment representatives have reached the conclusion that it is not possible to 
draft appropriate language for inclusion in the agriculture appropriation bill which 
would carry out the purposes of the committee, but which would not be subject 
to a point of order. he only alternative would seem to be a transfer of the item 
to another appropriation bill. 


Mr. Geisster. Unless there are some questions, Mr. Chairman, 
that is all we have. 

Senator Haypren. We thank you for your presentation. 

Mr. Getsster. Thank you, sir. 
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COMMODITY EXCHANGE AUTHORITY 
SALARIES AND EXPENSES 


STATEMENT OF J. M. MEHL, ADMINISTRATOR, COMMODITY Ex.- 
CHANGE AUTHORITY, ACCOMPANIED BY R. R. KAUFFMAN, 
ASSISTANT ADMINISTRATOR; D. B. BAGNELL, CHIEF, COM- 
PLIANCE AND TRADE PRACTICE DIVISION; W. L. MILLER, 
EXECUTIVE OFFICER; RALPH S. ROBERTS, DIRECTOR OF FI- 
NANCE AND BUDGET OFFICER, DEPARTMENT OF AGRICULTURE, 
AND JOSEPH C. WHEELER, DEPUTY DIRECTOR OF FINANCE, 
DEPARTMENT OF AGRICULTURE 


BUDGET SCHEDULE 
(Schedules from the justifications follow:) 


Salaries and expenses 
Appropriation act, 1952 $650, 000 
Anticipated pay adjustment supplemental 12, 000 


662, 000 
725, 000 


+ oF, ( 000 


SUMMARY OF INCREASES, 1953 


To provide for enforcement of speculative limits +27, 400 
Increase to meet, in part, pay adjustment costs pursuant to Public 
Law 201 +35, 600 


Project statement 


| 

Increase or decrease 
1952 
Project (esti- 


mated) Pay-ad- 


jostmnant 


j 
. Licensing $41, 144 $42, 500 -+$1, 000 $43, 500 
. Supervision of futures trading 320, 203 339, 500 +93" ed +$27, 400 390, 000 
Di IR th S ek SO Ne nk dno bintinaitan 127, 887 132, 500 | +10, 500 143, 000 
I ga 96, 694 112, 200 : 118, 500 
. Establishment of speculative limits. ~~~ - 33, 205 35, 300 | 5, 30, 000 


ee a 619, 133 | 662, 000 i +35,600| +27,400} — 725,000 
Unobligated balance y icucpetesnan? pikes 
Total pay-adjustment costs (49, 100} | (+5, 300)" “[42, 400) |" ~~” 156, 800} 





Total available or estimate____- 650, 000 662, 000 +35, 600. +27, 400 725, 000 
Anticipated pay- adjustment supplements al. an —12, 000 





Total appropriation or estimate___. 650, 000 650, 000 





OBJECTIVES OF COMMODITY EXCHANGE ACT 


Mr. Roserts. Mr. Chairman, the next item will be ‘Commodity 
Exchange Authority.” The notes are found on page 125 of volume 
2 of the justification book. 

Mr. J. M. Mehl, the Administrator of the Commodity Exchange 
Authority, will be the principal witness. 
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Senator Hayprmn. We will be glad to hear you, sir. 

Mr. Meat. I do not have a prepared statement, Mr. Chairman. 

Senator Haypren. Will you just tell us about it? 

Mr. Meut. I believe that in the material furnished you there is a 
detailed statement of the purposes of the Commodity Exchange Act, 
accomplishments during the past fiscal year, and so on. 

So, I assume you do not want me to go into detail on that. 

i might say that, in a nutshell, the purposes of the Commodity 
Exchange Act are to keep the markets honest—referring particularly 
to the commodity exchanges on which there is trading in futures—to 
prevent price manipulation and corners, and to prevent fraud.and 
cheating on the part of brokerage firms. 

Senator Maysank. Have you detected much fraud and cheating 
lately? 

Mr. Menu, No; I would not say there is any more than usual. 

In a program of this kivd, though, Senator Maybank, you always 
find some brokerage concerns, floor brokers, and others deviating at 
times from the law. The actions that we take ard have taken, we 
think, are very helpful in keeping the markets honest. 


INCREASE IN BUDGET ESTIMATE 


Senator Haypen, I notice the budget estimate is increased from 
last year from $662,000 to $725,000, or an increase of $63,000. 

The House committee savs (reading): 
* * * Jn view of the need for control of speculation in agricultural commodities 
to prevent violent and disastrous price fluctuations, the committee recommends 
the full budget estimate. Limits now being establisned on cottonseed oil, soybean 
oil, and lard will result in additional enforcement workload in 1953. 

If vou have an additional enforcement workload, you also have, 
I assume, a salary increase to care for. How much does the salary 
increase amount to? 


ABSORPTION OF PAY INCREASES 


Mr. Ment, The actual pay increases in the 1953 estimate amount 
to $56,800. 

We are expecting to absorb $21,200, or 37 percent of that, leaving 
$35,600 for pay increases. 

Senator Haypen. So, it is about half of it that is for pay ircreases 
and half because of the additional load of work? 


SPECULATIVE TRADING LIMITS 


Mr. Ment. That is right. $27,400 is for additional work. 

And, on that, I may say that in 1936 the law was amended in a 
number of ways, put one particularly important amendment gave the 
Commodity Exchange Commission authority to establish speculative 
trading limits; that is, limits on the amount of speculative trading 
that may be done by any person on any one day and upon the amount 
of speculative position, long or short, that he might have in the market 
at any time. 

These timits do not apply to hedges, of course, at any time. Prior 
to the Second World War, we had been able to establish limits on 
grains and cotton. 

96708—52——35 
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Then the war came along and we were able only last year to pick up 
the load and were able to establish speculative trading limits on 
soybeans and eggs, with which we had had trouble. These limits 
went into effect last October. 

We are expecting to get limits established this fiscal year, 1952, 
on soybean oil, cottonseed oil, and lard. The $27,400 is to enforce 
these limits in 1953. 

PRICE DECLINE IN OILS 


Senator MaysBank. Let me ask you this: Do you think speculation 
avd short sales had anything much to do with the oil situation as it 
exists today? 

Of course, everyone knows there are great surpluses there. Do you 
think short selling had anything to do with the market going down 
as fast as it did? 

Mr. Menu. No; I don’t, Senator. 

Senator MayBaNnk. Is it due to the law of supply and demand? 

Mr. Meat. Yes; that is right. 

Senator Maybank. I just wondered if any of these big fellows had 
sold the market short, because you have no limitation on it, as you say. 

Mr. Ment. That is right; we have no limits on oils. 

Senator MayBaNkK. You have a limitation of 2 cents on cotton, and 
a limitation on wheat and corn and so on, but this oil market broke 
so badly. I think something like fifty percent; is that right? 

Mr. Ment. I don’t know exactly, but that sounds about right to me. 
Yes; there has been a sharp break—about 50 percent from a year ago. 

Of course, there has been a weakening in the oils, but I couldn’t say, 
from the information we have, that there was any concerted drive 
on the part of speculative short sellers. 

Senator Maypank. Of course, we knew it was going down, but 
everybody was taking advantage of it. When I say “everybody” | 
mean there was such a big supply it went below the ceiling; then it 
reached the ceiling, and again there was a drop. 

Mr. Ment. I think it is reasonable to believe that, during the time 
when prices were rising, people who ordinarily would be hedging 
might be carrying more oil “long” and “‘unhedged.”” Then, when the 
market started to soften, they rushed to hedge, and that put some 
load on the selling side. 


PURPOSE OF SPECULATIVE LIMITS 


The purpose of the speculative trading limits is not so much to 
prevent manipulation and corners, although they may have that 
effect. Corners and manipulations are violations of the act in 
themselves. 

But we found, back in the early days, that individual traders would 
get such large positions, either long or short, that if the market went 
against them, they would bave to liquidate if they were long, or cover 
if they were short, involuntarily. 

The effect of that was just as disastrous on the market and just 
as disturbing to prices as if the markets had been manipulated or 
cornered. _— 

You may perhaps remember, Senator Maybank, what has been 
referred to as the Jordan episode in the cotton market of 1946. We 
had limits on cotton at that time, but they were very large. 
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Senator MAysBANkK. Yes; you had a limit of 2 cents then. 

Mr. Ment. I am talking about the limit of 30,000 bales. It was 
30,000 bales in any one future. That made it possible to acquire much 
larger lines by taking 30,000 in several futures. 

Senator MayBank. Is that limited to the city of New Orl ans? 
Of course, it is limited in the number of bales. You could not have 
the same number in New York and the same number in New Orleans. 
It is the total over-all limit. 

Mr. Ment. The limit now applies to any one market and to any 
one future or all futures combined. 


LIMITS ON ADDITIONAL COMMODITIES 


As I said, we are hoping to establish limits on oils and lard this 
year. In 1953 we hope we may be able to establish limits on wool 
tops and some of the other commodities. 

But the $27,400 increase is to enforce in 1953 the limits which are 
to be established on oils and lard in 1952. 

Senator Mayspank. How can you control the wool market when it 
is such a foreign market. I am thinking specifically of all the con- 
fusion that was created, as | remember, 2 years ago, where Australian 
wool brought such tremendous prices paid by the British and the 
Russians. 

Of course, the oil supply is so small in world totals that it does not 
mean too much, but our cotton supply, of course, is extremely large 
in world totals, and we can control that. 

Mr. Meu. As you well know, Senator, we cannot control prices 
for any commodity by limiting price changes in the futures market. 

Senator Maypank. I understand that. But you can control how 
much a day it can go up or down. 


EXCHANGES LIMIT DAILY PRICE FLUCTUATIONS 


Mr. Menu. That is right, the exchanges place limits on the daily 
price fluctuations. 

Senator MayBank. So it is a control for 24 hours, you might say. 

Mr. Menu. Yes. The only thing we can do is to prevent certain 
abuses in the futures market which affect prices at least temporarily, 
and which in turn disturb the spot markets. 

Senator Maypank. A limited amount could be bought by gamblers. 

Mr. Ment. Yes. 

Senator Corpon. Is that saying your real job is to protect one 
gambler from another? 

Mr. Menu. Well, this might be the result in some cases, but that 
certainly is not one of the main purposes of the act. 

Senator Corpon. Cotton is actually bought so that it depends on 
the amount of cotton available at the time. The supply and demana 
is going to fix the price. 

Mr. Meat. That is right. 

Senator Corpon. In the months prior to that, there may have been 
100 gamblers guessing what it was going to be and buying and selling, 
but, in the end, the price of cotton is going to be made by the number 
of people who want cotton, how much they want; is that correct? 

Mr. Meuu. That is correct. 
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Senator MayBanx. The trouble is that it is a commodity and that 
is not only speculative way in advance, but the people who buy the 
most, for instance, would buy futures 6 months ahead to protect some 
sale of goods they are going to make next year. 

We have a lot of farmers who sell futures right now to show what 
prices they are going to get for the crop they plant. 


FUTURES MARKETS SENSITIVE 


Mr. Ment. The futures markets are particularly sensitive to every 
kind of influence, natural and unnatural. Eventually, the law of 
supply and demand will iron it out, but, temporarily, the effect will 
be to put prices up or down farther than they otherwise would go. 

Things like that are very disturbing to hedgers, the merchants and 
mills who use the market for protective purposes. 

Senator Mayspanx. And the producers use it for protective purposes 
too. 

Mr. Ment. Yes. 

Senator Maysanx. Plenty of people got 40 cents by selling futures 
here when we had that 2-cent rise back in November. 

Mr. Menu. The main purpose of our supervision activity is to 
protect the market not for the ‘‘gambler,”’ but for the hedgers and 
those who use the market for protective purposes. 

Senator Haypen. If there are no further questions that will 
complete that item. 

Thank you, sir. 

Mr. Meat. Thank you. 


OFFICE OF INFORMATION 
SALARIES AND EXPENSES 


STATEMENT OF R. L. WEBSTER, DIRECTOR OF INFORMATION, 
OFFICE OF INFORMATION, ACCOMPANIED BY J. H. McCOR- 
MICK, DEPUTY DIRECTOR OF INFORMATION, OFFICE OF IN- 
FORMATION; M. L. DuMARS, DEPUTY DIRECTOR OF INFORMA- 
TION, OFFICE OF INFORMATION; GALEN YATES, ASSISTANT 
TO THE DIRECTOR, OFFICE OF INFORMATION, AND RALPH §&. 
ROBERTS, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


BUDGET SCHEDULE 


(Schedules from the justifications follow:) 


Salaries and expenses 
Appropriation Act, 1952 $1, 215, 268 
Anticipated pay adjustment supplemental +48, 
Transfer in 1952 from ‘‘Administrative expenses, Commodity Credit 
Corporation” +15, 989 
Base for 1953 1, 279, 257 
Budget estimate, 1953: 
Direct appropriation $1, 259, 000. 
Transfer from ‘‘Administrative expenses, Commod- 
ity Credit Corporation” 16, 014 
—_——_—————_ 1, 275, 014 


Decrease (partial absorption of pay adjustment costs) ---- —4, 243 
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Project statement 


eee 

195 pay ad- 1953 

(estimated) = (estimated) 
tion) 


Project 1951 


. General administration of Office of Information and 

of informational work $33, 870 $30, 060 —$211 $29, 849 

2, Business service, including communications and 
58, 676 57, 548 —409 57,139 
. Publications preparation, distribution and control_. 577, 563 564, 734 —1, 606 563, 128 
. Preparation and distribution of special reports and 

current information. ___ 2 365, 317 364, 943 364, 681 

. Preparation and distribution of ‘agricultural ‘infor- 

mation by exhibits. 104, 120 108, 370 102, 735 

}. Preparation and distribution of. agricultural infor- 
mation by radio 32, 241 34, 301 34, 088 

. Preparation and distribution of agricultural infor- 

mation to the 46, 796 50, 158 49, 883 

8. Preparation and distribution of agricultural infor- | 
mation by motion pictur 51, 971 74, 143 73, 511 





Subtotal __- 1,270,554 | 1, 279, 257 | 1, 275, 014 
Unobligated balance 16, 146 
Total pay adjustment costs eR | (50, 285) | ‘ [49, 972] 





Total available 1, 286,700 | 1, 279, 257 3 1, 275, 014 
Transfer from ‘‘Administrative expenses, Commodity 
Credit Corporation”’ — 16, 200 | —16, 989 f —16, 014 
Subtotal. ___-- -| 1,270, 500 1, 263, 268 B , 250, 000 
Transfer in 1952 estimates. ‘from “other Department 
agencies for motion picture distribution... ....___. —19, 000 | 
Reduction pursuant to sec. 1214_. 
Anticipated pay adjustment supplemental 











Total appropriation or estimate 1, 215, 268 


BUDGET ESTIMATE 


Senator Haypren. Mr. Webster, from the Office of Information. 

Mr. Wesster. Yes. 

Mr. Roserts. The justification notes, Mr. Chairman, begin on 
page 322 of volume 2. 

Senator Haypen. You may proceed, sir. 

Mr. Wesstrer. Mr. Chairman, in our item, our amount is the same 
as for last year. There is no increase. As a matter of fact, there is a 
small decrease. 

So I have no increase item to justify. The office is asking for an 
appropriation of $1,259,000. 

I would like to point out that a very large proportion of this item is 
for printing. Of the total, 53 percent is for printing, and about 43 per- 
cent is for personal services. 

Of the item for printing approximately 90 percent is for printing of 
farmers’ bulletins and for the Yearbook. 

I mention that to give a little perspective to the total amount that 
we are asking for. 

Senator Haypen. What is the allotment of farmers’ bulletins to a 
member of the House of Representatives? 

Mr. Wessrer. Ten thousand a year. 

Senator Haypen. What about the Senate? 

Mr. Wesster. It is the same. 
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COMPARISON OF ESTIMATE WITH 1943 APPROPRIATION 


Senator Corpon. Here is an interesting statement. The House 
says: 

* * * It is significant to note that the appropriation for this activity is 
only slightly in excess of the amount approved for 1943, despite salary increases 


of over 70 percent and an increase of over 100 percent in the printing and other 
costs of the office * * *, 


The thing that would interest me is what in the name of common 
sense did they do with the money in 1943? 

Mr. Wesster. I have a little chart which I will bring up a little 
later when I talk on farmers’ bulletins, Senator, which will bear on 
that point. 

Senator Haypen. Did it cost more then? 

Senator Corpon. It could not cost more. It cost 100 percent less. 


ACTIVITIES DISCONTINUED SINCE 19438 


Mr. Wesster. The simple answer is that we have been going 
behind in a good many categories. 

We will submit a report on that which I think will answer it in part. 

(The material referred to follows:) 


_ Since 1943 the following activities have been discontinued following reductions 
in funds made available to the Office of Information: 


Indexing of Department publications 

Radio office in San Francisco 

Regional field offices 

Publication of Journal of Agricultural Research 

Publication of a weekly research clip sheet 

Financing the Department biweekly information bulletin, USDA 

Formal replies to general information inquiries when notation on the incoming 
letter will fully respond 

Financing the printing cost of agency periodicals from the Office’s allotment from 
a eee printing fund (such periodicals are now financed by agency 
unds 


In addition to the cost of these operations included in the 1943 appropriation, 
the Office was enabled to shift workloads among the larger 1943 staff to provide 
better service in handling publications and general inquiries. 

The appropriation in 1943 did not include the cost of 230,850 copies of the 
agriculture yearbook for distribution by Members of Congress. This added cost 
in 1952 is estimated at $225,000, whereas the 1952 appropriation (and the 1953 
budget amount) are up only $213,000 above 1943. Currently less work is being 
done in reviewing farmers’ bulletins for needed revision when the bulletins are 
being examined for reprinting. About one-third of the current list of bulletins 
are over 10 years old. The Office is devoting considerable effort this fiscal year 
to speed up revisions of bulletins. 


Mr. Wesster. If the committee has the time, I would like to take 
just a few moments to talk generally about our operations down there. 
Ve have a good deal of misunderstanding as to what we are trying 
to do. I would like to use a chart to present it very simply. 

Senator Haypen. You may proceed. 

Mr. Wesster. First of all, I will point out our relationship, so to 
speak, with the whole Department. We have here an organization 
chart of the whole Department of Agriculture. The Office of Informa- 
tion is one small staff office at the top. 

Senator Corpon. May I interrupt you to ask if you will be so kind 
as to send me one of those charts? 
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Mr. Wesster. I will leave this one with you. 
Senator Corpon. Thank you. 


RELATION OF INFORMATION WORK TO DEPARTMENTAL FUNCTIONS 


Mr. Wesster. Now I have here a chart, the purpose of which is 
to give sort of a capsule report on just how we function down there. 
] think it is told in the headline on the chart, that the Department 
of Agriculture and private channels report agricultural information 
to farmers and to the public. 

We really feel that we have a kind of combined operation, although, 
of course, it is not formalized, or anything of that kind, in which you 
have the Government activities on one side and you have non- 
governmental channels, which are the press, radio, and all the facilities 
for reaching people. 

There are a few things to be pointed out about this chart. 

The most important is the publications. We have tried to show 
that by the size of this particular circle which indicates our publi- 
cations. 

Senator Haypen. Is that in dollars? 

Mr. Wesster. We have more money in publications in our appro- 
priation and we have more people in publications. It is the oldest 
activity that we have in the department; therefore, in expenditure of 
funds and manpower, it is the most important one that we have. 

Obviously, we cannot fully service 155 million people with publica- 
tions alone. We print a good many of them down there, but we feel 
that while the publications are useful for the people who want full 
details and the full text of studies and publications and research work, 
obviously the people of the United States cannot be getting all the 
information about the Department of Agriculture in bulletins. 

We feel, however, that a great many people can be reached through 
these private channels, the daily press, through the farm press, through 
the radio, through meetings, through fairs, exhibitions, and things of 
that kind. 

Senator HaypEen. Various agricultural publications come to my 
office, and invariably in every one of them there is information that 
you have supplied to the publication. 

Mr. Wesster. Yes. 

Senator Haypen. They quote what your release is. 

Mr. Wesster. We Jook at the left side of the chart, showing what 
the Department is for—research, conservation, forestry, electrifica- 
tion, clear across the board in agriculture. 

On the other hand, you have the Department’s services to the 
general public. You gentlemen are appropriating a good deal of 
money for the work of this Department. 1| think that we should do 
as complete a job as we can in reporting to people the information on 
the Department’s programs. 

Now, in order to take advantage of these non-Government chan- 
nels of information, which do not cost us any money, since we do not 
pay for any space in newspapers or time on radio or exhibition space 
in fairs—to take advantage of it, we need to present Department 
information in the form that these people can use readily. 

They cannot go back to all the detailed and technical documents 
that we have. 
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DISTRIBUTION OF INFORMATION TO THE PRESS 


So what we do is we have a few specialized people in each of these 
categories. We have a few press people, who prepare material which 
is useful to farm magazines. 

Senator Corpon. “A few” could be almost anything. How many 
do you have? 

Mr. Wesster. It is very few. 


PRESS SECTION 


Senator Corpon. Just tell us how many you have in the press 
section. 

Mr. Wesster. We have in the press service eight people. Five 
of them are typists and clerks. 

Senator Corpon. Do they handle all of this vast amount of docu- 
mentary material that goes to the magazines and to the daily press 
and the trade papers—these eight people? 

Mr. Wesster. Yes. The eight people do not do all the basic work 
and all the preparatory work on it, but the handling of it out of the 
central Office of Information is by those eight people. 

Senator Haypen. Who does the boiling down? 

Mr. Wesster. We do that in our office. 

Senator Corpvon. Do you mean that this is an editorial staff, or a 
writing staff? 

Mr. Wesster. It is editorial and some writing. A man, for 
instance, who services our farm magazines, will be one. We have one 
man who does that. He is a man who formerly worked on a farm 
magazine. He knows all the farm magazine editors over the country 
by their first names. He knows what they should have and, more 
important, he knows what they should not have. 

Senator Corpon. I expect that is right. 

Mr. Werstsr. He knows they don’t want too much material. He 
will write some material. Some he will edit, and some he will write 
originally and furnish it to them. 

Senator Corpon. And we are paying him to write articles for farm 
magazines; that is correct, is it not? 

Mr. Wesrster. We are paying him to notify farm magazine people 
and get the service to farm magazine people in a way that they can 
handle it. 

Senator Corvon. What kind of service is it? 

Mr. Wesster. It is in two parts. One is supplying them material 
which they can use. 

Senator Corpon. What kind of material? 

Mr. Werster. He will take a report on an activity and condense it. 

Senator Corpon. What kind of activity? 

Senator Haypen. I see little items in Capper’s Weekly, or some- 
thing like that, a certain part of the Department of Agriculture has 
done a certain thing. 

Senator Corpon. That is news; is it not? 

Senator Haypen. Yes; it is something new that has been developed 
by a research process. You see the item there and they~credit it to 
the particular agency in the Department of Agriculture for the dis- 
covery of that new development. 
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Of course, each farm magazine could employ a man to do that. 

Mr. Wesster. I think probably that the answer is that the man 
was put in at the request of the farm magazine group itself. They 
asked that they be given that service. 

Senator Corvon. It is the same old “gimme” deal. As long as 
they can get it for nothing they are not going to pay for it. 


DISTRIBUTION OF INFORMATION BY RADIO 


Mr. Wexsster. We do somewhat the same thing for the radio 
people. Our work is divided among the network faeilities, such as 
the Farm and Home Hour, the American farmer program of the 
American Broadcasting Co. Then we do a great deal of work with 
the single stations throughout the country. 

Senator Corpon. What do you do there, again, besides advertise 
the Department of Agriculture? 

Mr. Wessrer. I don’t think we are advertising the Department of 
Agriculture. We are reporting to these people results of research 
work which has been done in the Department, which is intended for the 
benefit of the people out in the country. One way of reaching them is 
through the radio. 

Senator Corpon. All right. Is that all you are doing? 

You had better be careful of your answer, because I am going to 
know. I am going to have the releases that you sent there. What 
are they? It is getting to be an old subject with me. 

Mr. eee We hon in this country what are known as radio 
farm directors. There are at the moment, I think, about 500 of 
these men who are employed by radio stations. They carry farm 
radio programs. 

Obviously, a farm radio director in the interior of the country does 
not have access to what is going on in the Department of Agriculture. 

Senator Corpon. He should not. He should have access, however, 
through your publications, to what is reported with respect to those 
actions. 

Mr. Wesster. Through the service that we furnish, Senator, we let 
them know when publications are available. 

If we have issued a full text of certain announcements, they will be 
either notified of that item or the item may be digested for them, as 
to the essence of it, and they can use it on their programs. 

Senator Corpon. Go ahead. 

Mr. Wessrter. As I said, there are about 500 of these, what we call 
radio farm directors. 


DISTRIBUTION OF INFORMATION VIA MOTION PICTURES 


In our motion pictures we produce the films, but we do not dis- 
tribute them. 

Senator Corpon. How many people do you have in that work? 

Mr. Wesster. Ten in this appropriation. 

Senator Corpon. You do most of it by contract, do you? 

Mr. Wesstrer. No. I should point out that these 10 are primarily a 
central staff, and the individual bureaus who wish motion pictures 
produced reimburse us for our motion picture service for them. 

Senator Corpvon. How many motion pictures do you make a year? 
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Mr. Wesster. We make about 10. It varies, I would say, from 6 
to 10 m a year. 

Senator Corpon. How long do they run? 

Mr.’*Wesster. It is about 20 minutes for a typical one, what we 
call 2 reels. In some cases they run longer and some will run shorter. 

We place those films in motion picture libraries in the agricultural 
colleges and some of the universities, and then county agents, schools, 
and citizens generally may go to the State college and get the filin 
and show it and return it. 

Senator Corpon. Is there a very big field there where it would be 
proper to do it without any question, if you stopped when you fin- 
ished? I can understand that by motion pictures you can teach 
visually many things that you would have a terrific time trying to 
teach otherwise. 

You can interest people where you could not do it otherwise. 
And so far as that has to do with the techniques of agriculture, | 
have no complaint about that. 

Mr. Wessrer. | think two very good examples, Senator, would 
be these: One we made on brucellosis, Bang’s disease, in cattle— 
on what farmers can do to prevent the disease from reaching their 
herds and what they should do if it strikes the herd, and things of 
that kind. 

We have a similar one on foot-and-mouth disease, we have one 
on grasshoppers. 

Mr. Roserts. You have had some on forest fires, too, Mr. Webster. 

The Forest Service uses this medium for an educational program to 
encourage people to exercise care in the use of the national forests to 
prevent forest fires. 


DISTRIBUTION OF INFORMATION BY EXHIBITS 


Mr. Wesster. Finally, there is the matter of exhibits. 

We have an exhibit service which has been in existence for about 
35 years. It prepares exhibits which go to the larger State fairs and 
interstate fairs. These are what we call carload exhibits, which cover 
about 100 feet frontage, devoted mainly to the research work of the 
Department. 

We arrange them annually and they reach between seven, eight, 
or nie million people a year. 

Senator Corpon. What is the request for that? 

Mr. Wesster. $102,735. 

Senator Haypen. Is it loaded on a car and moved from one fair to 
the other? 

Mr. Wesster. That is right. 

Those are primarily, as I say, at the large exhibitions. 

Senator Haypen. How often are the exhibits renewed? 

Mr. Wesster. It depends a little on our resources. The same 
exhibit will be used, I would say, a minimum of 5 years. During 
that time there may be some revision of parts of it. 

Then probably it has reached clear around the country and we have 
all the mileage out of it we can and we discard it and substitute another 
one for it. 

Senator Corpon. What do you do now? 

Mr. Wesster. It is displays. 


~_- 
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Senator Corvon. Displays of what? That is what I am trying to 
get at. 

Mr. Wessrer. The displays would deal in general with the work 
of the department. 

They would be on soil conservation, on plant diseases, on fire pre- 
vention, insect control, sanitation. In other words, it reflects the 
work that is done in the department. 

Senator Corpon. That is showing people what the department is 
doing. It is another way to advertise it to some extent, is it not? 

There is nothing wrong with advertising, but advertising ought to 
go in the field where people do it for themselves. That is the differ- 
ence. Every man can have his own idea that he is entitled to reach 
into another man’s pocket and take out the money and pay for it. 

My idea that this is one of the things you do not have to pay for. 

Mr. Werster. I would say, Senator, that in a number of things 
there is a sort of contribution from these particular channels of private 
communication. 

The radio people do not charge us for time. That is sort of a public 
service contribution from their standpoint. At least, they are pro- 
viding the time. 

Senator Corpon. On your fairs, now, to the extent that you have 
an exhibit where people can go and learn how better to do their own 
jobs, you are justified in putting out the exhibit. 

Where all you are doing is indicating how much territory the 
Department of Agric ‘ulture covers, you are not justified in putting 
that out, in my opinion. 

Mr. Werster. I have here a set of pictures that I can show you, 
of an exhibit. 

Senator Corpon. You had here the other day a series of pictures 
of different pests, indicating how to recognize them, what to do with 
reference to them. That, in my opinion, is sound administration 
and there should be a great deal more of it, because there you are 
aiding people in a field where they cannot aid themselves. 

But if all vou are doing is putting out an exhibit to tell them that 
you are doing all this, without te ‘aching them anything that they can 
do, that is not the correct approach, in my opinion. 

Mr. Wessrer. | have a set of photogr aphs here of a typical exhibit. 
This is an exhibition on grassland. The ones at the top would spread 
out along so that vou would have about ten individual units of about 
10 feet each. 

[t seems to me that we are doing in this exhibit just the thing you 
are saying we should do, and that is to tell people how they can better 
themselves. 

Senator Corpon. That is right. I will go to bat for you on that 
every time. 

Mr. Roperts. And these exhibits lead to the use of other media. 
For example, an exhibit will attract people who then will obtain 
related farmers’ bulletins and so forth that are there for distribution. 

Mr. Wesster. Yes. Usually there is a publications booth at the 
exhibit itself. 

Senator Corpon. You just misled me in what you said with refer- 
ence to these. This is the kind of thing I believe in. 

Mr. Wesster. I regret it very much. I have not been articulate 
enough. 
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Mr. Rozerts.Wh at we are doing, Senator Cordon, is to carry out 
the act of 1862 establishing the Department of iculture; we are 
acquiring and diffusing useful information on agriculture. Otherwise 
the benefits of our research work will not be available to the public. 

Senator Corpon. You are doing a good job on these. I am not 
complaining about that. 

Mr. Roserts. That is the objective of our information program, 
to get the knowledge out to the farmers and the people who can use it. 

Mr. Wesster. We are doing the same thing in motion pictures, 
Senator, and doing the same thing in what we put on the radio and 
in - press. Each of those is a separate medium. It has peculiar 
needs. 

You might say to the State fair in your State, “‘Why don’t you get 
up your own exhibit on the department of agriculture?” 

hey will say they do not have the resources. 

Senator Corvon. In my State the State department of agriculture 
does have an exhibit. 

Senator Haypen. We will have to recess now, gentlemen. 

If you have any further statements on any items to add for the 
record, we will be glad to have them. 

Mr. WesstTEr. Yes, sir. 

(Additional items added pursuant to the Chairman’s suggestion 
follows:) 

Farmers bulletins: About 3,500,000 copies of farmers bulletins were distributed 
by Members of Congress in fiscal year 1951, and there were about 7,000,000 in 
stock at the end of the year. About two-thirds of the current list of bulletins 
have been published or revised in the last 10 years to include the latest research 
information in them. Information in the remaining third of the bulletins is useful 
to many inquirers asking for basic materials. 

The 1952 Yearbook on insects is in final editing stage, to be published in late 
summer or early fall. Nearly all the copy for the manuscript of the proposed 
1953 Yearbook on plant diseases is in the hands of the editor. Publication of the 
1953 Yearbook is planned for the fall of 1953. 

Mr. Roserts. Senator Hayden, it is my understanding that the 
committee desires that the Department prepare for inclusion in the 
record statements explaining the budget situation with respect to 
each of the agencies of the Department whose budgets for 1953 have 
not been discussed in detail with this Committee. 

Senator HaypEn. Yes, it is requested that that be done in order 
to complete the record. 

(The statements referred to follow:) 


FeperRAL Crop INsuRANCE CORPORATION 


(Material from the justifications follows:) 


Operating and administrative expenses 
Appropriation Act, 1952 $7, 949, 911 
Budget estimate, 1953 9, 100, 
Increase, 1953 +1, 150, 089 


SUMMARY OF INCREASES AND DECREASES, 1953 


For servicing, collecting premiums, inspecting growing crops and 
adjusting losses on the 142,300 contract increase in crop year, 
1952 

For developmental, introductory, sales, and service costs to add 60 
counties and an estimated 24,400 contracts to the program in 


For increase in rates in PMA servicing costs in 1953 
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Project statement 


Increases (+) or decreases (—) 


| 


Increase 


Expan- 
Current | sion to open 


program | 60 new |. : 
servicing 
countries costs | 


. Insurance and actuarial 
$939, 161 | —$7, 361 yaa _..-----t| +$20, 5389 $959, 700 


ing 3, 014, 950 |+253, 890 | +97, 300 |+101,760.| +452, 950 |3, 467, 900 

3. Commissions 987, 200 | —349, 600 | +97, 600 |. __- —252, 000 | ' 735, 200 

. Premium collections... ._- 856, 900 |+-129, 360 |____...__.| +24, +153, 700 |1, 010, 600 

5. Crop inspections and loss 
adjustments : 2, 151, 700 |-+774, 900 |......... WORE ea 

Unobligated balance. -......--| bine eeathConia 

Total pay adjustment costs_._| [ (342, 346} | (+56, 254)| [+-4, 200] |}.........-} 


| ceanemeensene-ceceane | tenes —— 


Total available or esti- 
7,095, 625 |7, 949, 911 |+-801, 189 | +222, 800 |+126, 100 j+1, 150, 089 |9, 100, 000 


Transfer in 1952 estimates to | 
| 


Operating expenses, Gen- 
eral Services Administra- | | 
Gee ted sachs checuuimee ‘ +375 | 
Reduction pursuant to sec. | 
I satithiaiin cadonkscsnnl Poe Oee.s 








Total appropriation or | 


estimate... .__. ---|7 204, 000 \7, 949, 911 
i | 








INCREASES OR DECREASES 
GENERAL 


Insurance to protect investment in production is a soundly established business 
principle. Insurance recovery of investment losses from damages such as fire 
and flood enables the manufacturer to rebuild and continue his contribution to 
the Nation’s production plant. The floods that did such extensive damage in the 
Midwest, the drought conditions in several of the major winter wheat areas 
which destroyed many wheat crops and the freeze damage in many corn counties 
dramatizes the need for crop investment protection and its value in maintaining 
the farmer’s contribution to production capacity when crop disasters strike. 
These are the more dramatic examples of destruction that wiped out the money 
spent by farmers in an effort to produce the Nation’s food and fiber. Even in 
the best production years many farmers in every State lose their crop investments 
due to weather, disease and insect risks beyond their control. 

All-risk crop investment insurance strengthens the Nation’s farm production 
plant by providing security for the farmers who are hurt the most—those who 
lose their crops through no fault of their own. The effect of crop disasters on 
total farm production is clearly recognized in the form of food and fiber shortages 
that result. Its effect on our production capacity is not so well recognized. Loss 
of money spent to produce crops seriously curtails the ability of many farmers to 
maintain or expand their production and two years of poor crops would force 
many of them entirely out of the farm production picture. 

Wherever crop investment insurance is available, farmers can respond to the 
ever-increasing production goals that they are being asked to meet with the assur- 
ance that their additional investments in high production costs would not be lost 
through crop disasters over which they have no control. To meet the Nation’s 
production needs farmers must increase their production risks by extending their 
production areas and by using additional capital which in many cases can only 
be acquired through credit. Crop investment insurance provides security to 
both the farmer and the creditor who are responding to the increased production 
demands. Crop year 1953 operations in the current 877 counties will provide 
insurance protection of approximately $518,206,000 in crop investments for an 
estimated 524,500 farmers. It is proposed to expand the insurance program in 
crop year 1953 to 60 additional counties making a total of 937. An estimated 
24,400 farmers in those 60 counties will be able to secure crop investment protec- 
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tion amounting to about $24,107,000. This gives a total of $542,313,000 invest- 
ment protection to 548,900 farmers. 

The net increase of $1,150,089 for the crop insurance program for fiscal year 
1953 is composed of the following: 


(1) Net increase of $20,539 under the project “Insurance and actuarial structure’ 
composed of: (a) a reduction of $7,361 in county survey and program development 
and rate structure work in connection with the current counties; and (b) an 
increase of $27,900 in actuarial work for 60 new counties, 


Development of program and actuarial structure is a continuous process.—County 
advisory groups, farmers, and businessmen are contacted to ascertain the type of 
insurance program desired and to discuss the benefits resulting to the economy of 
the county. Program and actuarial work do not end with the formulation and 
installation of a county insurance program. A vital phase of the insurance 
operation then begins. This phase covers a continuous review of operating 
results to develop statistics and program data. This activity is especially im- 
portant to all-risk crop insurance since the reviews, analyses, and studies of 
actuarial and operating data form the bases for the development and achievement 
of the long range goal of crop insurance—a sound national insurance program 
protecting the crop investment of all farmers. 

Survey work on a contractual basis —Much of the work in connection with the 
development of an actuarial structure is of a contractual nature to furnish (1) 
county surveys that will enable the Corporation to establish rates and coverages 
commensurate with the risk involved and (2) adequate cost of production and 
farming practice data in order to avoid offering insurance coverage in excess of the 
farmer’s investment in the crop. 

The contracts for county survey work are made with the PMA county com- 
mittees. These contracts call for a complete review of all the land in the county 
to classify the areas according to productivity and the production risks involved. 
The area classificatiofi8 worked out, including uninsurable lands, are then dia- 
gramed on actuarial maps which are used in setting coverages, premium rates, 
and later, in making sales. In addition to the land study and mapping, the 
contract provides that the Corporation will be furnished a list of producers con- 
sidered ineligible for insurance because they use unacceptable farming practices 
or are bad credit risks. Such surveys are made for all new counties coming into 
the program to replace counties dropping out and periodic reworking of assembled 
data on counties already in the program. The cost of these contracts vary by 
commodity and geographical size of county but average about $250. Survey 
and reworking will be performed for about 200 of the present 877 counties and the 
60 new counties in 1953 and represents a reduction of 140 from the 400 counties 
being surveyed in 1952. 

The Corporation must have continuing information on changes in production 
costs and farming practices in each county in order to reflect the proper insurance 
liability in its coverages and premium rates. Contracts for this information are 
made with other governmental agencies. A lump-sum contract is negotiated for 
the continuing data for the 877 current counties and is estimated at $128,500 for 
1953. It is estimated that this service costs about $215 for each new county 
coming into the program. The 60 new counties will cost $12,900 making the 
total contract cost $141,400. 

In addition, the Corporation maintains a field underwriting staff to supervise 
county underwriting activities. There are eight underwriting areas supervised 
by one or two actuaries depending upon the number of insurance counties and 
commodities in each area. 

The estimated workload and cost are as follows: 


Insurance and actuarial structure 


' 
| Fiscal year 1952 | Fiscal year 1953 
VAPOe fo et | 
| cost 


Increase (+) or 
decrease (—) 
Activit | 

’ | Number | 
of Cost 
counties | 


Current | Expan- 
counties program | sion 
fee tailed saat 


—_—_————- aevomatinel a | 


1. County survey work ____..--. $250 400 | $100,000 260 | $65,000 | —50,000 | +$15,000 
2. Cost of production and | 

farming practice data -_-_- (4) 877 128, 500 937 | 141,400 
3. Program development and 

rate structure _..-... chibzdatdcinctoeba 


Total cost 


1 Lump sum. 





AGRICULTURAL APPROPRIATIONS, 1953 557 


(2) Increase of $452,950 under the project ‘“‘Contract sales and servicing’? composed 
of: (a) an increase of $253,890 to service the 142,300 contract increase in crop 
year 1952; (b) an increase of $97,300 to conduct sales campaigns and process 
applications and acreage reports in 60 new counties; and (c) an increase of 
$101,760 for increased rates in PMA servicing costs (see page 561). 


Adequate servicing encourages partici pation.—Continued and increasing partici- 
pation is essential to the building of a satisfactory county insurance program. 
This ean best be achieved by adequately servicing the insurance contracts in force. 
Servicing involves explaining the insurance program to farmers, effectively answer- 
ing their inquiries, processing applications, and collecting acreage reports. With- 
out proper servicing, the insureds tend to become discouraged and drop out of 
the program. 

PMA county committee personnel perform local sales and service work.—Sales 
plans are developed and directed by the Washington and State offices. The 
program at the county level is conducted by the county committees on a con- 
tractual basis. PMA county committee personnel conduct the sales campaigns, 
and transmit applications to the Corporation’s State offices. The collection of 
acreage reports and general servicing of contracts are performed by the PMA 
county committees. A servicing fee is paid the committee for each contract in 
force. No fee is paid the first year of the contract since commissions cover service 
costs for that year. 

State and branch offices service pentrentar—-agtann ions forwarded by the county 
offices are either accepted or rejected by the State director. If accepted, policies 
are issued and the applications are forwarded to the branch office where premium 
and indemnity accounts and statistical data are maintained. State and branch 
office servicing functions will be performed for 183,800 new contract holders in 
fiscal year 1953 (replacements of cancellations plus general increase in partici- 
pation). Total policies to be serviced are 548,900 which is 62,100 more than the 
number servieed in 1952. 

Expansion increases sales activities —The expansion contemplated in this budget 
necessitates intensive educational and sales development activities not only to 
increase participation in the existing counties but also to initiate the program in 
60 new counties. In addition to sales activity, applications must be processed, 
acreage reports collected, and the contracts generally serviced. : 

The estimated cost and workload are as follows: 


Contract sales and servicing 


—_— ee | ieee ‘ Increase (+) or de- 
Fiscal year 1952 Fiscal year 1953 crease (—) 
Item | Unit cost |-————— | | —————__— 


| 
Current | Expan- 


Number | } ! 
| program | sion 


i 
Number | Cost 


1. Contractual costs: | 

A. PMA Stateand District 

of Columbia compensa- 

tion: | 

a. District of Columbia a) ao SN Ts ss $35, 000 | +$5, 006 

b. States in program $500. 00 : 21, 500 | 43 21, 500 

ec. Counties in  pro- | 
gram -.. 400. 00 350, 800 | 937 | 

| 


| 
| 
| 


374, 800 |._..__..__| 4$24, 000 
32,000 | +30, 360; +1, 640 
|_ 463, 300 | +35, 360 | +25, 640 


d. Pay cost adjustment |. __ : ri 
Total athe 402, 300 
B. PMa_ county office 
compensation: | 
a. Flat rate per county 350. 877 | 306, 950 937 | 327,950 | 
b. Service rate on con- | 
tracts in force... .-... ; 345,000 | 345,000 | 486,800 | 486, 800 
ec. Applications proc- 
emged.. 2 ...2. dain Sa 16 ‘ | 246, 800 | 61,700 | 183, 800 45,950 | —21, 850 +6, 100 
d. Acreage reports... __. ‘ | 486,800 | 548, 900 548, 900 | +37, 700 +24, 400 


_{1, 409, 600 |+157, 650 | +51, 500 














Total contractual 
4 ON i a os lcci OR TOD Cock... oe 1-10 
2. Sales program development | 
and contract servicing cost...|..........|.-..-...--|1, 412, 200 \1, 493, 240 | +60,880 | +20, 160 

Subtotel.................| 

3. Increased rates in PMA | 
servicing costs... ..........-.|.-.--- josaseost ---------| 101, 760 | +97, 560 | +4, 200 
ES os uhakcea uses. -| AGS p oat 13, 014, 950 |_.........|3, 467, 900 |+351, 450 | +101, 500 

| | | 


| 


3, 014, 950 | _....---- |, 366, 140 |4-253, 890 | +97, 300 
| 











1 Lump-sum. 
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(3) A net decrease of $252,000 under the project ‘Commissions’ composed of (a) 
decrease of $349,600 in the current counties due to the selling o continuous 
contracts in previous crop years and (b) an increase of $97,600 to sell 24,400 con- 
tracts in the 60 new counties in crop year 1958 

Number of contracts in force increases.—A continuous-type contract is one that 
once sold remains in force year after year without the necessity of resale. The 
use of this type of contract provides better continuity of participation and aids 
in increasing the participation level. Even though the Corporation is selling con- 
tinuous-type contracts, approximately 30 percent are canceled each year either 
by the farmer, or by the Corporation because of nonpayment of premiums or failure 
to conform to prescribed farming practices. During fiscal years 1952 and 1953 
the Corporation will try to create a better understanding of insurance on the 

art of those farmers wishing to cancel. Also, more effort will be put forth by 

MA County offices to collect premiums on time. By means of these two activi- 
ties it is anticipated the cancellation rate will be reduced to 25 percent in 1953. 
These cancellations must be offset by additional sales if an adequate participa- 
tion level is to be maintained. This means that of the 486,800 contracts in force 
in 1952, approximately 121,700 will be cancelled and will be replaced by new 
policyholders in 1953. 

In addition, the Corporation desires to improve its insurance base and opera- 
tions by including in the program as large a majority of the eligible farmers 
as possible. Participation levels now vary from 15 to 36 percent. By selling 
continuous contracts, the Corporation is able to spend more effort in explaining 
and selling the program to nonparticipating farmers and thus increase tne 
county participation levels. The 486,800 contracts in crop year 1952 represent 
about 27 percent of the potential eligible farmers in the 877 counties of the 
current program. The over-all level of participation will be raised to about 
29 percent in 1953 by selling 37,700 new contracts in the current counties. 

The cancellation and participation rates for crop year 1952 are as follows: 


Cancellation rate 


Corpora- Participa- 


Commodity tion Total tion rate 


Wheat 
DESTIN, ii on cncss > ssichesernuuasnckeageud 


It is proposed to expand the program to 60 new counties in 1953 and it is es- 
timated that 24,400 contracts will be sold in those counties. 

Agents work on a commission basis.—Sales agents are employed by the PMA 
county committees and are paid on a commission basis. Commission costs, 
consist of a $1.50 flat rate plus approximately 3 percent of the premium. These 
rates vary by county with the average cost being approximately $4. Since the 
amount of the premium depends upon the acreage planted it cannot be determined 
accurately at the time of the sale but must wait until the filing of the acreage 
report. Commissions are paid after the application has been accepted, therefore, 
county average commission rates are based on the previous crop-year premiuni 
income. 

Insurance contract sales and statistics by commodity for crop years 1952 and 
1953 are as follows: 
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Sales summary by commodity 
CROP YEAR 1952 


Crop year 1952 sales 


Con- Carry- 
tracts over 
in force from a eee 
1951 | Cancel par- | Total 
lations 


Commodity 


; 26, 700 
Cotton 7! 51, 150 
Flax. . 5, 950 
Multiple ‘ ‘ 12, 900, 5 42, 450 
ic todinn oda nesthmaiaunb ; 30, 600 37, 68, 580 
Wheat , Te 88, 700 17, 900 30, | 48, 500 


344,514 | 240,000 | 104,590 | 142,210 | 246, 800 
CROP YEAR 1953 


Crop year 1953 sales 

Carry- | | Number 

Commodity over Replace- | Increase Sales i | Cone of coun- 
from 1952 ment of | in par- | Gy now: "1983 ties 

cancella- | ticipa- aie 

tions |- tion Counties 


Beans.......-- * Le | 9,300 620 |. __..| 2,520} 11,820 30 
i 260 | 40 | 420 680 2 

45, 350 9,950 | 4,030 | 16,980 | 62,330 110 
| 


| | | | 
a 


43,460 | 37,240 5, 570 46,810 | 90, 270 110 
Flax... 17, 660 4, 140 1, 680 eat 5, 820 23, 480 59 
Multiple 49, 350 16, 450 5, 080 A | 29,130 78, 480 | 144 
|| SEEN TE are ep 78, 980 35, 480 | 
120,740 | 16,460! 11,230 | , | 29,690 | 150, 430 


9, 450 { | 62,430; 131,410 79 
403 








| 
| 








365,100 | 121,700 | 37,700 548, 900 | 937 
! i 


(4) Increase of $153,700 under the project ‘premium collections’? composed of: 
(a) an increase of $129,360 to collect a $7,728,400 increase in premiums in 
crop year 1952; and (b) an increase of $24,340 for increased rates in PMA serv- 
icing costs (see p. 561). 

Larger volume of premiums to collect—The premiums on contracts in force for 
crop year 1952 will be collected in fiscal year 1953. The expansion of the program 
in 1952 is estimated to increase the premium collection workload from 344,500 
collections in 1952 to 486,800 in 1953. This represents an increase of $7,728,400 
in premium income. The 1952 crop year premiums are estimated at $27,260,800 
compared to $19,532,400 in 1951. 

County offices and collectors receive premiums.—The Corporation contracts with 
the county committees to collect premiums on a sliding scale basis. This scale 
ranges from 50 cents per premium if less than 80 percent of total premiums are 
collected to $1 per premium if over 98 percent are collected. Past experience 
has shown that not all committees earn the maximum rate because many of them 
do not collect the required percentage. Collection contracts terminate on April 30 
of each year. After that date, the Corporation sends out collectors and, in some 
cases, must resort to legal action. Because of the additional expense involved in 
collecting accounts after April 30, the Corporation estimates that on the average 
direct collections cost $1 per account. 

Collection of 42,500 prior crop year accounts—Exertion of maximum effort 
does not result in complete collection of premium accounts by June 30. Past 
experience has shown about 95 percent collection by June 30 with the major part 
of the balance being collected in the next fiscal year. It is anticipated that with 
better understanding of the insurance program, more use of the cash discount 
provision for early payment of premiums, and more prompt action to collect 
premiums at harvest will increase the collection rate to 98 percent in 1952 and 


96708—52——36 
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1953. Nevertheless, special collectors and legal action will have to be used in 
collecting the 42,500 prior crop year accounts that it is estimated will be out- 
standing on June 30, 1952. This reflects an estimated reduction of 24,000 in the 
number of outstanding accounts on June 30, 1951, The smaller number of 
accounts to collect is reflected in the $57,060 reduction in prior year collection 
costs projected for 1953. 

Field offices process and account for collections.—The branch office in Chicago 
prepares premium notices based on the acreage reports submitted by the insured. 
After the premiums are collected, they are transmitted to the branch office for 
deposit and credit to the insured’s account. Statements of account are prepared 
periodically and sent to the state office for collection of the account. The branch 
office also furnishes certified copies of documents required by the Department of 
Justice in court actions. The estimated workload and cost are as follows: 


Premium collections 


| 

Fiscal year 1953 

_| Increase 

| | (+) or 

Number | | Average | Total | decrease 

of | cost cost | (—) 
accounts | | 


Fiseal year 1952 
Servicing item mG 
| Number | Average Total 
| of cost | cost 
| accounts | | 


| 
iN 
| 


! 
Direct collection costs: 
1. Contractual cost, cur- | | | | 
rent year | 344, 500 $1.00 | $345,000 | 486, 800 ; | $486, 800 + $141, 800 

2. Increase inratesin PMA | | 
servicing costs con- 
tract rate Boret leniodnaenat | AR eD 24, 340 | 
3. Prior crop year collec- 
tions 66, 529 2.3 158, 800 42, 570 | 2.39 | 101,740 | | 


+24, 340 
— 57, 060 


Total direct cost... - 411, 029 22 | 503,800 | 529,370 | 5 | 612,880 | +109, 080 

State, branch, and _head- | | | 
quarters servicing costs | 411,029 | : | 353,100 | 529,370 | : 397, 720 +44, , 620 
Total costs_--- | 411,029 | 2.08 
| 


” 856, 900 | 529, 370 1. 


Note.—The decrease in nondirect unit servicing costs results from the fact that the increase in workload 
does not require a corresponding increase in cost. Only clerical personnel are added; number of supervisors 
and some fixed costs remain virtually unchanged. 


(5) Increase of $774,900 in the project “Crop Inspections and Loss Adjustments’ to 
service a 142,300 increase in contract workload 


Increased inspection and loss adjustment services required by larger volume of con- 
tracts—The Corporation performs crop inspection and loss adjustment services 
for most contracts in force. These services for the contracts in force in crop year 
1952 will be performed in the main in the 1953 fiscal year. The 1953 workload is 
estimated to be 486,800, an increase of 142,300 over 1952. 

Crop insurance agents perform local work.—Crop inspection and loss adjustment 
activities are performed by loss adjustment personnel employed by the Corpora- 
tion on a WAE basis. In addition to the final adjustment of actual losses, these 
activities cover early losses which require inspection by an agent even though it 
often develops after harvest that production is sufficient to make payment of an 
indemnity unnecessary. In other cases loss claims submitted by farmers do not 
develop into insured losses under the contract after a check by an agent. The 
Corporation also requires inspection of growing crops to check conformance with 
approved farming practices. 

Claims involve much service work.—Loss claim and inspection reports are submit- 
ted to the State director by the loss adjuster. After a thorough review of the 
claim, the director either approves or rejects the claim or requests additional in- 
formation. This may involve considerable personal contact or letter writing. 
Approved claims are sent to the branch office where they are checked against the 
contract provisions and, if found in order, are paid. 

Occasionally fraudulent claims are paid which require more work in securing 
refunds. Sometimes legal action is necessary. Also there are problem cases 
which are forwarded to the Washington office for settlement. The Washington 
office also makes spot checks of loss adjustments, conducts special inyestigations, 
and handles eases involving litigation. 

The estimated workload and cost are as follows: 
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Crop inspections and loss adjustments 


Fiscal year 1952 Fiscal year 1953 
Increase 
(+) or 
Number fw decrease 
of con- A verage Total ar 


of con- ost cost ost cost 
| tracts . tracts , 


Servicing item N 
Number an 
mber Average Total 


Direct inspection and loss work. 344, 500 $3. 46/$1, 193, 700 486, 800 $3. 46/$1, 684, 300'+$490, 600 
State, branch, and headquar- | | 
ters servicing case work. - 344, 500) 2. 78 958, 000 486, 800 2. 55) 1, 242, 300; +284, 300 


Total cost... | 344, 500| 6. 24 2,151,700} 486, 800 6.01! 2,926, 600) +774, 900 


| 


Note.—The inspection and loss work costs are the direct costs of agents performing this work. Cost of 
training, supervising, and spot checking agents is included in servicing activities. Total direct costs move 
proportionately with the workload while the servicing costs do not, additional volume being handled with- 
out a proportionate increase in supervisory help. 


(6) The estimate includes $126,100 under projects 2 and 4 for increased rates in the 
cost of servicing under the agreement with the Production and Marketing Admin- 
istration 

This is occasioned by an increase of 14 percent in salaries of employees of the 

PMA county committees who perform the work at the county level as previously 

indicated under projects 2 and 4. <A detailed explanation for this increase is 

shown in the justifications for the appropriation ‘‘Conservation and use of agri- 
cultural land resources.” 


STATEMENT OF JOHN W. Brartnarp, MANAGER, FEDERAL Crop 
INSURANCE CORPORATION 


As you gentlemen are aware, the present crop insurance program is in effeet 
a new program which began in 1948 following the first of two legislative amend- 
ments setting maximum limits on the scope of the program’s operation. 

The first amendment in 1947 placed the insurance program on an experimental 
basis beginning with crop year 1948. This legislation directed that the insurance 
program be limited in its operations in order that a more intensified study could 
be made on which sound national programs could be based. It also strengthened 
the soundness of the insurance by establishing the cost of producing the insured 
crop in an area as the maximum coverage that could be offered. Prior legisla- 
tion had directed the Corporation to offer farmers all-risk insurance of either 
50 or 75 percent of their average yield. This coverage had in many cases pro- 
vided not only protection for the farmer’s production costs but some profit as 
well. Another important feature of this amendment directed the Corporation 
to try different plans of insurance so that the most practical plan could be de- 
veloped which would best serve insurance needs of the farmers and yet be finan- 
cially feasible. 

The second amendment in 1949 authorized the Corporation to gradually expand 
the scope of program operatiors to additional courties. This was done to enable 
the Corporation to broaden its areas of study and strengthen its insurance experi- 
ence as well as to provide crop investment insurance to an increasing number of 
farmers. f 

Since 1948 we have offered the same basic insurance program—protection of 
the farmer’s investment in his crop. Our main goal, in addition to improving 
the soundness of the insurance, has been one of constantly trying to create a 
better understanding on the part of farmers conzerning the purpose and use of 
insurance, Farming today is a big business involving large investments of capital. 
Each year more farmers are coming to realize that insurance which will protect 
the capital investment against loss from unavoidable causes is a sound basic 
practice that prudent businessmen use. Today, the Corpcration is insuring 
over 400,000 farmers in 877 counties. The location of these counties is shown on 
the map captioned ‘£1951 crop insurance counties” (fig. 1) and the expansion of 
the program from 375 to 877 counties is shown on table No. 1, county statistics. 
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TaBLE No. 1.—County statistics 
Crop year 
Commodity T ee CC 
| 1950 1951 | 
+ 
Beans. -..--.- weveenee! | 18 | 30 
Citrus.- Kongeeers= — ; i | (1) | 1 
Corn _ | f | 99 
| 
| 


Cotton... nae pat 3 é 80 99 
| 59 


Flax 
Multiple crop } ‘ 117 
Tobaeco . . 32 | 35 | 5s j 82 
Wheat eat 


Tete. 500. 
1 No program, 


The anticipated insurance business for crop year 1952 will provide about 

$500,000,000 of ecrop-investment protection to the farmers having insurance 
olicies. 
During the 4 years (1948-51) in which the new program has operated, the 
Corporation has paid out over $56,000,000 in indemnities to farmers who lost 
their investments in crop preduction due to causes beyond their control. Re- 
covery of investment losses through insurance indemnities has meant the difference 
of continuing production or giving up farming altogether for many farmers and 
has enabled others to maintain their production efforts. It is significant that all 
of this $56,000,000 was paid in by the farmers themselves. In fact, they still 
have a reserve of approximately $2,000,000 for the 4-year period. The operating 
statistics for the 4-year period are shown on table No. 2, and the bar chart on 
figure No. 2 shows the cumulative experience for each program for the 4-year period 
I will leave with you this set of bar charts showing the insurance operations by 
commodities for each of the 4 vears (figs. 3 through 6). 


TABLE No 


. 2—Operating statistics 


Crop year 
Item - secciteniberis binteuildatphacislnees 
1949 1950 


Number of States aeeee | 40 | 42 
Number of counties bbe 375 | 304 s1¢ 801 
Number of commodities 7} 10 25 | 30 
Number of contracts in force 169, 129 | 165, 076 | 307, 25 344, 514 
Percentage of eligible farmers participating (1) | 22 26 23 
Estimated insurance liability $153, 863, 000 | $158, 484, 000 690,000 | $330, 201, 000 
Premiums ¢n ccna » $12, 684, 837 | $11, 737, 147 319, 350 $19, 438, 730 
Indemnities: | | 

NUMER A 6 ok kd | 16, 918 34, 579 | 61, 575 | 59, 967 

Amount eae i $6, 779, 539 | $15, 537,238 | $12, 748, 708 $21, 044, 490 
Loss ratio. aoe dso eens 0. 53 | 1.32 0. 89 


! Not determined. 
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U.S. Department of Agriculture 
Federal Crop Insurance Corporation 


PREMIUMS, INDEMNITIES, AND LOSS RATIOS 


Crop Years 1948 - 1951 Millions 


of Dollars 


Loss Ratios 40 





35 


Multiple 
Crop p 30 
[cotton __| .43 |i.97]2.79| 73] 1043 
[wrest | «58 [1.45] «51 | 1.05] 9g . 
U 


All 
programs 6 


20 


i Premiums $57.9 
Indemnities $56.1 


Beans Corn Flax Multiple Tobacco Cotton 
Crop 


Fiaure No. 2 
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RANCE CORPORATION 
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Figure No. 4 
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CROP YEARS 1948-195) 
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MULTIPLE CROP 
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| would like to comment briefly on the loss-ratio summary for the 4-year 
period which is included on figure No. 2. 

This table of loss ratios seems to me to illustrate two ways that it is necessary 
to spread risks in the operation of a sound crop-insurance program. The wide 
variation from year to year in the loss ratios on individual programs indicates 
the need to spread the risk of the insurance program over a period of vears. 
The table also shows that there is a substantial diversification of risk between the 
yarious programs within a given crop year. The third method of spreading 
the risk is, of course, by the distribution of insurance counties over a wide geo- 
graphic area in order to get as nearly as possible to the spread that would naturally 
exist under a national crop-insurance operation. 

The experience of the last 4 years indicates what can be accomplished on a 
limited scale with crop insurance. The over-all objective of crop insurance is to 
make available on a national basis insurance protection against losses from 
unavoidable causes for money invested by farmers to produce the crops which 
are of such vital importance to all of us. The program as now operated is designed 
to be extended to other countjes as rapidly as insurance experience and legislation 
permits. 

OPERATING AND ADMINISTRATIVE IMPROVEMENTS 


Under the legislation mentioned earlier, the Corporation has been able te make 
program and administrative improvements that indicate to us some of the reasons 
why the experimental program is successful and appears to be on a reasonably 
sound basis for expansion purposes. These improvements generally fall into two 
broad categories. First, there have been those improvements designed to stimulate 
interest in operating the program on a sound basis. Second, there have been 
improvements within the administrative structure of the Corporation in develop- 
ing and operating the insurance program. I would like to review at this time 
the more important items under each of these categories. 

The mutual aspect of insurance.—Through operating changes which in effect 
have put county program operations on a mutual basis, we are building active 
interest among farmers in the soundness and operating efficiency of their county 
programs. We are making progress toward getting them to understand why the 
experience of their county must be reflected in the cost of their insurance; that 
efficient administration will be due to a consid>rable degree to their own interest 
in sound administration, and that the strength of their program will reflect their 
interest in its successful operation. 

Now, the actual experience of the county program determines the cost of the 
insurance protection. County premium rates are adjusted pri» dically to reflect 
loss experience. Premium discounts of 30 percent are granted policyholders in a 
county if a premium reserve in excess of the required reserve established for the 
county is accumulated. Premium rates are increased up to a maximum of 30 
percent immediately following a year of heavy loss in the county unless sufficient 
offsetting reserves have been accumulated. Good individual experience is recog- 
nized through a 25-percent discount after 7 vear., of continuous experience without 
collecting an indemnity or the accumulation of a premium reserve equal to the 
coverage. Through this mutual type of operation it has been possible to improve 
the qualify of administration and participation in many counties and to improve 
understanding of program provisions and the importance of sound operations. 
Increasing interest is developing among policyholders regarding the soundness of 
operations and program provisions. As a result, policyholders’ meetings are being 
held annually in many counties which result in better understanding and active 
interest in who collects indemnities under the county program and why. As the 
interest of policyholders increases, improvement in both administration and 
experience will result. 

Development of businessmen’s interest in crop insurance.—Each year more busi- 
nessmen recognize the value of crop insurance in stabilizing the economy of the 
business community. In many insttinces the entire economic life of a business 
community is dependent upon the surrounding farms and the farmers. If the 
financial position of these supporting farmers is adversely affected, the business 
community dependent upon them suffers. Recognizing this situation, more 
businessmen are supporting crop insurance as the business way to stabilize the 
economy and likewise as a means of providing security for production loans or 
other credit they extend to the farmers. 

Multiple crop insurance.—Since there are many diversified areas where no 
single crop represents a major part of the farm income, the Corporation has 
developed a multiple-crop-insurance program which offers the farmer protection 





570 AGRICULTURAL APPROPRIATIONS, 1953 


of his combined investment in the crops that constitute the major part of the 
agricultural income in the county. There is one coverage for the farm, and there 
is no loss under the contract until the combined returns from the insured crops 
fall below the farm coverage. Due to the diversification of risk that results, 
this program can provide protection of the combined crop investments on the 
farm at a very reasonable cost. In 1952 there will be 37 different crops insured 
under the multiple program. 

Better-trained personnel.—One of the most important improvements in administra- 
tion is the development of personnel capable of dealing with all phases of crop- 
insurance administration. hile the progress toward achieving this objective 
is far from being complete, significant progress is being made. 

The outstanding improvement has been made in the field of loss adjustment, 
This is logical since the proper adjustment of losses is a vital part of the operation 
of a sound program. Prior experience proved that the handling of loss claims 
could not be taken as a routine matter with regular personnel. 

Efficient loss adjustment work requires intensive training so that claims are 
not only properly settled in financial terms, but also with complete understanding 
on the part of the farmer. To insure high quality work, the Corporation uses 
what are known as key adjusters to serve as nucleus around which an adequate 
loss adjustment program may be quickly developed in emergencies. In addition, 
loss adjustment work is spot checked both from the State and headquarters levels. 
In several States the Corporation has been able to utilize the services of a few 
outstanding adjusters on what we call a mobile basis. Whenever heavy losses 
strike a particular area of a State, we have moved this force of outstanding ad- 
justers into the area, thus assuring a rapid and efficient settlement of the claims. 
Training adjusters so that they thoroughly understand all phases of the insurance 
program has resulted in indemnities being considerably below what would other- 
wise have been paid and in a better understanding of the crop-insurance program 
on the part of many farmers. 

This effort to develop adequately trained insurance personnel has not stopped 
with adjusters. The Corporation has attempted to make sure that personne! 
handling all phases of its operations understand not only their particular job but 
its relationship to the total insurance picture. We have not been completely 
successful in achieving this training program, especially on the part of those 
connected with selling the insurance. It is extremely important for the farmer 
to be sold insurance properly so that he understands it is insurance and does not 
expect to collect unless he has a severe crop loss. Most farmers when properly 
sold become continuous policyholders. 

Continuous coniracts and forms developed.—One of the early problems in building 
a@ sound crop-insurance program was the lack of continuity on the part of partici- 
pants. This was due in a large measure to the fact that contracts were on an 
annual basis which required that all participation be signed up new each year. 
The Corporation now uses the continuous contract which remains in force until 
canceled by either the farmer or the Corporation. Experience shows that even- 
tually about 80 percent of the contracts can be kept in force each year. Con- 
tinuous participation not only aids in the development of sounder programs, but 
also reluzes administrative costs sinc? commissions are not paid on carry-over 
contracts and the volume of paper work in handling applications is greatly 
reduced. 

In addition to the continuous contracts, the Corporation has developed pro- 
gram forms such as applications and acreage reports that can be used for more 
than one crop and on a continuing basis. This aids in uniform handling of forms 
for all commodities and results in an administrative economy. 

Screening of risks—A very important requirement of a sound insurance pro- 
gram is the elimination of risks that are too high. Since the operation of an 
insurance program should reflect the operating experience of average or better 
farmers, it is necessary to declare uninsurable farmers and land which appear to be 
unsound risks. In the 1951 program, a little over 3 percent of the land and 
approximately 17,000 producers were declared uninsurable. Proper screening of 
risks improves the stability of the insurance program. 

These are only a few of the things that we have done to improve the program 
and make its operations sound, but they are important and indicate the direc- 
tion in which we are going. 





AGRICULTURAL APPROPRIATIONS, 1953 571 


INSURANCE AND CROP PRODUCTION 


I would like to point out that we have by no means solved all of the problems 
involved in writing all-risk crop insurance. However, I do feel that we have 
made good progress as revealed by the general correlation of underwriting ex- 
perience with farming conditions that prevailed in the last 4 years. Crop insur- 
nace has done much good for farmers. It has shown them the business way of 
providing for unforseen emergencies connected with crop conditions beyond their 
control. During the last 4 years, over 500,000 different farmers were insured 
with premiums in excess of $58,000,000. ‘Lheir own premiums have cushioned 
the shock of crop failure for about 170,000 farmers by restoring, through insur- 
ance indemnities, $56,000,000 of crop investment losses. 

Major catastrophes such as the exeessive rains and floods in the Midwest and 
the prolonged drought in many winter wheat areas present dramatic examples of 
the losses that can be sustained by farmers and the need for crop insurance. 
However, even in good crop years there are many farmers in every State who do 
jose their crops from reasons beyond their control. Crop insurance can eliminate 
the need for much relief financing that otherwise will be necessary where crop 
disasters strike. 

All-risk crop investment insurance strengthens the Nation’s farm production 
plant by providing security for the farmers who are hurt the most—those who lose 
their crops through no fault of their own. The effect of crop disasters on total 
farm production is clearly recognized in the form of the food and fiber shortages 
that immediately result. Its effect on our production capacity is not so well 
recognized, Loss of money spent to produce crops seriously curtails the ability 
of many farmers to maintain or expand their production and forces others entirely 
out of the farm-production picture. Crop investment insurance can provide 
needed security to both the farmer and the creditor who respond to the ever- 
increasing production demands placed upon our farms. 

Again, I wish to emphasize the good that has already been done in getting 
farmers to recognize the true value of insurance and the financial assistance that 
they can receive in times of emergencies by building up insurance reserves. It is 
only logical that the Corporation should be thinking a planning for the day when 
this good is available to all farmers in all agricultural counties. 


Rurau ELectriFicaTion ADMINISTRATION 


(Material from the justifications follows:) 


Loan authorizations 
Electrification program: 
Appropriation act, 1952 (authorization to borrow from Sec- 
retary of the Treasury) ! $100, 000, 000 


Base for 1953 
Pees OUtnRNe, TOCS sii bee eides do weeleweee ceulics 1 50, 000, 000 


— 50, 000, 000 


Decrease in loan authorization : 


Telephone program: 
Appropriation act, 1952 (authorization to borrow from Sec- 
retary of the Treasury) 3 9, 000, 000 
9, 000, 000 
25, 000, 000 


Increase in loan authorization * 4-16, 000, 000 


' Does not include contingent authorization of $75,000,000 in 1952, and $50,000,000 proposed for 1953. 

? Due to carry-over balances to be utilized in 1952 and 1953, a $165,000,000 loan program is planned for 
each year. 

+ Does not include contingent authorization of $25,000,000, 

‘ Due to carry-over balances to be utilized in 1952, a $25,000,000 loan program is planned in 1952, as weil 
4s in 1953. 
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Project statement (on basis of planned loan programs) 





: poeta 
} 


] 
1952 (esti- | Increase or | 1983 (esti 
mated) decrease mated) 
| 


Project | 1951 | 


edie | 
| 
Loan authorization: 
Rural electrification | $165, 000, 000 | . $165, 000, 000 


| 
Rural telephone ----| 37,828,500 | — 25, 000, 000 25, 000, 000 


190, 000, 000 


Total loans...._. 250, 562, 200 | 190, 000, 000 | 


' 





The provision of adequate utility service in rural areas is imperative to aid the 
Nation in meeting the crisis arising out of the current international situation, 
The high agricultural production which is necessary to our national strength 
requires the continued orderly, yet expeditious, expansion of rural electric and 
telephone service so that production goals can be achieved despite acute man- 
power shortages. 

The defense-supporting role of the electric and telephone utility industries has 
been recognized by the National Production Authority which has established 
materials control programs for both industries under CMP. These programs 
give assurance that the utility industries receive necessary shares of scarce mate- 
rials without conflicting with other defense needs. Continued availability of REA 
loan funds is necessary, however, if rural people are to secure their share of avail- 
able materials. REA borrowers can submit their materials requirements only 
on the basis of loans or allocations from REA. Without REA loans they could 
make no request for a share of materials, and these materials would then be 
available only for urban utility construction even though they might contribute 
much less to the Nation’s defense effort. So far, the allocation of scarce materials 
has delayed, but not stopped, construction on any rural electrification or telephone 
project. 

ADVANCE OF FUNDS AND PROGRAM PLANS 


Electrification.—Funds loaned to borrowers are advanced only as needed to 
meet construction, labor, and material costs. Funds estimated to be advanced in 
1952 amount to $235,000,000 and in 1953 will amount to $200,000,000. The 
decrease reflects an estimate of the effect of restrictions on the use of materials. 
The construction program contemplated by these advances will result in an addi- 
tional 110,000 miles of lines energized in 1952 and 90,000 miles in 1953 providing 
service to approximately 242,000 new consumers in 1952 and 200,000 in 1953. 
Thus by the end of the fiscal year 1953, REA-financed systems will have energized 
about 1,334,000 miles of distribution lines providing electric service to approxi- 
mately 3,989,000 rural consumers. 

More than 78 percent of the total of electrification loans has been made during 
the last 6 years. The construction resulting from these loans is new, some of 
course not yet complete. In view of the 5-year deferment period provided in 
most notes, present loan repayments represent only a small fraction of the amount 
which will eventually: be due. These facts indicate that borrowers have by no 
means passed the peak of their need for technical advice on the operation and 
maintenance of their facilities, and management advice on financial, organiza- 
tional and other related problems. The success of the program, and the security 
of the loans, depends on the continued successful solution of the increasingly 
difficult and complex technical and management problems which are being en- 
countered. 

Telephone.— Construction work, which started during fiscal year 1951, is growing 
rapidly during 1952, and will be substantially increased during 1953. As of 
November 30, 1951, 142 loan allocations had been made. The area coverage 
design, which is the first major post-allocation engineering work leading to con- 
struction, had been approved for 39 borrowers. Advance of funds, which totaled 
only $155,868 during fiscal year 1951, is estimated at $7,000,000 during 1952 
and $15,000,000 during 1953. This growth of the program will mean a steadily 
increasing workload in the areas of construction, accounting, auditing, and manage- 
ment. 
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LOAN PROGRAM 


Electrification.—The percentage of farm electrification as of June 30, 1951, 
based on the new 1950 census, is estimated to be 84 percent as compared to the 
estimate of 86.3 percent made for June 30, 1950, based on the 1945 census. The 
$329,584,900 in loan applications on hand in the Washington office or in prepara- 
tion in the field is indicative of the large demand for loans. 

Although only $50,000,000 of additional borrowing authorization is requested 
for 1953, a loan program of $165,000,000 is planned, the same as the program 
planned for 1952. In order to carry out the 1953 program with only $50,000,000 
additional loan authorization, it will be necessary to use $115,000,000 of the carry- 
over funds which are expected to amount to $117,724,175. In meeting the needs 
of particular States under the State allotment formula, it may also be necessary 
to use some part of the $50,000,000 contingent borrowing authorization which is 
proposed. A loan program of $165,000,000 is believed necessary to continue the 
orderly development of rural electrification. 

The status of loan funds for 1951, 1952, and 1953 is shown below: 


Fiscal year | Fiscal year Fiscal year 
1951 | 1952 1953 


Loan authorization. . -. Ricans : 7 500,000 2$100, 000,000 | 2 $50, 000, 000 
Carry-over from prior year re : said .-| 139,957,974 182,724,175 | 117,724,175 

Amount available for loans 404, 457,974 | 282,724,175 | 167,724,175 
Carry-over into subsequent year ‘ . ¥ | —182, 724,175 |—117,724,175 | —2,724,175 


Loan program...........-.-- eigen | 221,733,799 | 165,000,000 | 165, 000, 000 


! Excludes contingent loan authorization and section 1214 reduction of $85,500,000. 
? Excludes contingent loan authorizations. 


Telephone.—In 1920, 38.7 percent of the farms in the United States had tele- 
phone service. In 1950, the percentage was only 38.3. During the same time, 
the number of farms with telephone service was reduced from 2,498,493 to 
2,059,474. The demand for telephone loans is indicated by the fact that as of 
November 30, 1951, there were 523 loan applications on hand totaling $84,707,290. 
The 1953 loan program of $25,000,000 represents a minimum program, and will 
satisfy only a small portion of the requests for loans. 

The status of loan funds for 1951, 1952, and 1953 is shown below: 


| Fiscal year | Fiscal year | Fiscal year 
1951 | 1952 1953 
| 


Loan authorization . - 


eu $32, 500,000 | — $9, 000, 00K 
Carry-over from prior year... .. 


) | 1$25, 000, 000 
| 21, 573, 500 16, 245, 000 245, 000 
Amount available for loans ae: Bhs Stine | 54,073,500 | 25, 245, 000 25, 245, 000 
Carry-over into subsequent year... -- biievatba ae oui | —16, 245, 000 | — 245, 000 — 245, 000 
i 
Loan program - 


37,828, 500 | 25,000,000 | 25, 000, 000 
| 


! Excludes contingent loan authorization. 


Salaries and expenses 
peereeeion AO, 1008... oc nemcme bows ans i $7, 750, 000 
Anticipated pay adjustment supplemental ay 540, 000 

Base for 1953_ - 4 _. 8, 290, 000 
Budget estimate, 1953 8, 425, 000 


Increase 
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Salaries and expenses—Continued 
SUMMARY OF INCREASES AND DECREASES, 1953 


Decrease in loan analysis and system development work due to 

anticipated savings during 1953 in carrying out the same sized 

loan programs as during 1952 — $73, 261 
Increase in engineering and technical standardization work due to the 

growing construction workload in the telephone program resulting 

from the increasing number of telephone borrowers entering into 

construction +82, 316 
Increase in management advisory activities due to the increasing need 

for loan servicing activities, particularly in the telephone program, 

where the number of energized borrowers will increase very sub- 

stantially +122, 409 
Increase in loan auditing, collecting and accounting work reflecting 

anticipated savings in the electrification program and costs of the 

increased work in the telephone program resulting from the increas- 

ing number of borrowers entering into construction and operation— +3, 536 


Project statement 


Project 


1951 | 1952 (esti- Increase or 1953 (esti- 
| mated) decrease mated) 


| 
| 


. Loan analysis and system development | $2, 217, 249 $2, 059, 419 —$73, 261 $1, 986, 158 


TGRNONIONE on Reece Ltkbnwnees 1, 598, 529 | 1, 522, 653 | — 56, 135 1, 466, 518. 


Telephone ; i eee 618, 720 | —17, 126 519, 640 


. Engineering and technical standards_ - - ee : +82, 316 2, 838, 856 


Electrification __._.--. aisdiiininnaiibin << imeiiod 2, 447, 165 | 2, 175, 698 —6, 980 | 2, 168, 718 
Telephone A 580, 842 | +89, 206 | 670, 138 


. Management advisory activities __- 1,458,792 | 1,627,004 | 4122,409| 1,749, 413. 


Electrification 1,393,852 |  1,493,090/  +34,340| 1,527,430 
Telephone 5 2 witch «cokinely waibaanitien Si 64, 940 | 133, 914 | +88, 069 | 221, 983 


. Loan auditing, collecting, and accounting --. 1, 690, 405 | 847, ‘1,850, 573 
Electrification...................-.-.-.--.--| 1, 562,485 | 1, 624, 320 —53,986 | 1, 570,334 
Telephone 127, 970 | 222, 717 +57, 522 280, 239 


A oo a 8,228.992| 8,200,000,  +135,000| 8, 425, 000 
I oe Socadeece 7,001, 981 6, 815, 761 —82, 761 6, 733, 000 
Telephone ~ a= een - en e- a 22 --------] 1, 227, 011 1, 474, 239 | +217, 761 1, 692, 000 

Unobligated balance St gee eee 42,000 |... Jelees St . 

Total pay adjustment costs -.......-.....--.---|- Sealed [553, 575] | [+19, 200] (572, 865] 

Sicilia Cla ee heel ipticatenl a pene atric ne 


Total] available or estimate___..._.....--- 8, 270, 992 | 8, 290, 000 | +135, 000 8, 425, 000 bel 





wo 
P expenses, Office of Information, Agriculture’’ | +400 | | se 
Reduction pursuant to sec, 1214___-- nial +278, 608 |... | thi 
Anticipated pay-adjustment supplemental ee ee ae —540, 000 ove 
Total appropriation or estimate - -_- 8, 550, 000 | 7, 750, 000 | tele 

Z ae PA mA ek eet eee _—— goo 
act 

INCREASES AND DECREASES tra 


own an ‘ ; and 
(1) A decrease of $73,261 under the project ‘Loan analysis and system develop- pur 


ment”’ consisting of a decrease of $56,135 for the electrification program and a 7) 
decrease of $17,126 for the telephone program is proposed. 

These decreases reflect the effect in 1953, on a full year basis, of the reductions 
which were made during the year 1952 in the assistance given to borrowers in 
developing loan applications. 


Transferred in 1952 estimates to “Salaries and | 








con 
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Data pertaining to workload 


l 
1952 1963 
1951 actual | estimate | estimate 
Electrification: 


Loan dollars, net d | $221, 733, 800 | $165, 000,000 | $165,000, 000 
Number of loans 472 360 360 


— 


Loan allocations, net ‘ $37, 828,500 | $25, 000, 000 $25, 000, 000 
75 


Number of allocations, net._---- 96 75 | 


Number of loan contracts signed and executed_..._.___- 24 115 75 


(2) A net increase of $82,316 under the project “Engineering and technical 
standards” consisting of a decrease of $6,980 for the electrification program and 
an increase of $89,296 for the telphone program is proposed. 

Electrification.—The estimate to carry out this work is $6,980 below 1952. 
The construction program is expected to diminish moderately but the very large 
volume of work in connection with borrowers’ procurement of materials prevents 
a larger decrease in the estimate. As a result of a subdelegation of authority, 
REA has been handling all details of the materials-control program in respect to 
REA borrowers with the same responsibilities which the Defense Electric Power 
Administration discharges toward the rest of the electric-utilities industry. This 
work is imposing a heavy burden on the engineering staff during 1952 which is 
being met only through unusual efforts, overtime work, and sometimes at the 
expense of other activities. 

Responsibilities in assisting borrowers with respect to their technical operations 
and maintenance program continue to grow as more miles of line are energized 
and as the facilities in service become older. Adequacy of maintenance programs 
is essential if borrowers are to give the quality of service necessary to farmers 
who are making increasingly heavy use of electric power to help them in achieving 
high production, and it is essential to the security of the Government’s loan, 


Data pertaining to workload 


1951 actual 1952estimate 1953 estimate 


' 
Value of eonstruction work in process: | | 
Distribution ee si ’ . | $321, 000, 000 | $230, 000, 000 $220, 000, 000 


Generation and transmission. __- gi A ‘ 293, 000, 000 | $300, 000, 000 $290, 000, 000 
Number of loans ; : P a pup 472 360 360 


Miles energized, cumulative 4 1, 134, 498 1, 244, 498 1, 334, 000 


Telephone.—An increase of $89,296 is required in this activity to provide 
necessary postallocation engineering services for the substantially increased num- 
ber of borrowers expected to reach this stage. The volume of postallocation 
work, of which the first major step is the review of the area coverage design, is in 
considerable part determined by allocations of previous vears. The amount of 
this work is substantially increased in 1952 over 1951, and a further increase will 
oceur in 1958. These activities are essential to insure that the new REA-financed 
telephone facilities are built in such a way as to assure good service and constitute 
good security for the REA loan. The principal postallocation engineering 
activities include: (1) Approval of the borrowers’ engineer and engineering con- 
traet; (2) review of the area coverage design and cost estimate; (3) review of plans 
and specifications: (4) review of construction contracts; (5) review of materials 
purchases; (6) inspection of construction in progress and after completion; and 
7) review of final inventory and data pertaining to close-out of construction 
contracts. 

Data pertaining to workload 


1951 actual 1952 estimate 1953 estimate 


} 


Number of borrowers requiring post: ‘llocation engineering | 
work (starting with area coverage design) - - ‘ 


32 | 170 290 


| 
| 
Number of allocations during year. ale | 96 | 75 75 
| 
| 


96708—52 87 
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(3) An increase of $122,409 under the project ““Management advisory activities” 
consisting of an increase of $34,340 for the electrification program and an increase 
of $88,069 for the telephone program is proposed. 

Electrification. —An increase of $34,340 is proposed to meet the continuously 
increasing responsibilities in this area. Although many borrowers are reaching 
a condition of experience and maturity which allows them to handle their own 
affairs with a minimum of REA assistance, the demands for management assistance 
on a selective basis are not diminished. As borrowers become better able to handle 
their ordinary problems, the problems on which they need assistance become much 
more difficult, frequently requiring extensive work. 

Due to intensive work with delinquent borrowers, the amount overdue more 
than 30 days was reduced to less than 0.3 percent of the amount due as of June 30, 
1951. However, the table below shows a continued increase in the number of 
borrowers Operating with accrual deficits. 

Borrowers 
operating 
with 
Calendar year: eons 
166 
243 
95 3 
270 


This increase is largely due to the fact that large additions to borrowers’ facilities 
during the last few years have increased expenses, including depreciation charges 
while the revenue to pay expenses develops gradually. Assistance from REA and 
constant development of anaes ed methods will be required if these borrowers 
are to continue to meet cash obligations, and eventually wipe out the deficits 
computed on an accrual basis, 


Data pertaining to workload 


| 1951 actual | 1952 esti- 1953 es'i- 


mated mated 


Number of borrowers . 1, 080 1, O85 
Average loans per borrower -_--_.-_---- . $2, 400, 180 $2. 540, 000 
Average advances per borrower. -- 1, 920, 000 2, 080, 000 





Telephone.— An increase of $88,069 is proposed to allow for the development of 
the management advisory program for telephone borrowers. 

During fiscal year 1952, management field visits have been made to only a 
few borrowers. Work in this project has been largely in the development of 
methods and procedures and in the fields of rates and insurance. Assistance to 
borrowers in general management matters has hardly begun. 

REA proposes to provide its telephone borrowers with management assistance 
covering such matters as personnel selection and training, rate schedules, labor 
relations, insurance, purchase of auxiliary equipment, and general business 
operation. As in. the electrification program, the amount of such assistance 
provided will vary with the needs of a particular borrower. At the outset, it is 
anticipated that considerable management guidance will be necessary, since 
most of the telephone borrowers are either very small independent telephone 
companies, which lack experience in the operation of modern telephone facilities, 
or cooperatives made up of rural people who have no experience at all in the 
telephone business. Since the security for the loans rests largely in the successfu! 
functioning of these independent business enterprises, it is imperative that they 
be aided in getting on a sound footing. 


Data pertaining to workload 


1951 
! actual 


Cumulative number of loan allocations, net 113 | 188 | 263 
Cumulative number of loan contracts signed and executed _- 24 | 139 214 
CREIIEE SeUA CEI is ccccnicimaticedancctonessac a $41, 255, 000 2 $66, 255, 000 $91, 255, 000 


- ee aoe entieneneeeenalinentntoneane 
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(4) A net increase of $3,536 under the project “Loan auditing, collecting, and 
accounting” consisting of a decrease of $53,986 for the electrification program and 
an increase of $57,522 for the telephone program is proposed. 

Electrification.—The decrease of $53,986 reflects the savings which are expected 
to result from increasing the number of borrowers required to obtain their own 
operating audits from CPA firms, thus decreasing the number of operations audits 
to be performed by REA. 


Data pertaining to workload 





1952 esti- 1953 esti- 
1951 actual mated mated 





Borrowers requiring operations audits.............._- oy 816 7 680 
Borrowers receiving Operations audits 7 680 
Advances me $235, 000, 000 | $200, 000, 000 
Construction work in progress 614, 000, 000 | 530, 000, 000 510, 000, 000 


Telephone.— An increase of $57,522 is required to handle the increasing workload 
resulting from the growth of the program and the increase in the number of 
borrowers under construction and in operation. 

Preallocation audits are required in only a small number of cases, but installation 
audits are required in all cases after execution of the loan contract before any 
funds are advanced. For operating companies, a balance sheet audit is made and 
any records necessary for conformity with the Federal Communications Commis- 
sion uniform system or State requirements are installed. For borrowers not 
previously operating, a complete accounting and records system must be installed, 
and it must be expected that such borrowers will for a time have considerable need 
for advice and assistance in the maintenance of the accounting systems. 

Experience is not yet available on which to determine exactly the extent to 
which it will be necessary for REA to perform operations audits, but it is estimated 
that selective audits will be made for approximately one-third of the borrowers 
annually. 

Workload in the office in reviewing and typing audits, handling requisitions and 
expenditure reports and loan accounting will also increase with the growth of the 
program. 

Data pertaining to workload 


| 
1951 es 1952esti- | 1953 esti. 
' 


| | mated mated 


i 
Telephone allocations: 
during year eaten soaken | 75 75 
Cumulative... -- adda aet 188 | 263 
Telephone loan contracts signed and executed, net: | 
During year... / tals 115 | 75 
Cumulative ............-- coed eat tateeand 139 | 214 


STATEMENT OF CLaupE R. Wickarp, ADMINISTRATOR, RURAL 
ELECTRIFICATION ADMINISTRATION 


The attached statistical summary gives a general picture of the rural electrifica- 
tion and the rural telephone programs. There are a few matters which we think 
should be called to the attention of the committee which are not covered by this 
summary. 

When Secretary Brannan appeared before the Senate Appropriations Com- 
mittee, concern was expressed about the security of the telephone loans. We 
have recognized that there is more risk involved in telephone loans than in electric 
loans. In most of the electric loans, borrowers were not required to put up any 
equity. In the telephone program, every borrower is required to put up equity. 
The average equity required for the loans that have been made equals 17.4 
percent. The minimum equity requirement has been equal to $25 per subscriber 
and the average has been $59. 

The equity requirement not only decreases the amount of money which the 
Government must loan, it is also a pretty good financial test so far as the borrower 
is conecerred. In cooperatives and mutuals, subscribers are required to put up 
equity. We believe that, if subscribers are required to put up equity, this gives 
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us assurance that they are interested in telephone service and will pay for it, 
In addition to these factors, it is believed that the local people will take more 
interost in the success of the operation of the telephone facilities if they have 
money of their own invested. 

A question was raised as to whether there would be enough copper available 
for the $25,000,000 program. It should be noted that there was a total of 
$50,245,000 available for the telephone program for the fiscal year 1952. This 
total is comprised of 3 different items. The first is $9,000,000 regular authori- 
zation, $16,245,000 carry-over from the 1951 fiscal year and $25,000,000 in 
contingency loan authorizations. It is now estimated that about $35,000,000 
will be loaned in the fiseal year 1952, which would require approximately 
$10,000,000 of the telephone contingency fund. The amount of money which 
will be loaned in fiscal 1953 will depend principally on two factors; one, the 
amount of money which will be authorized for loans, and, second, the amount 
of administrative funds which will be available for telephone loan work. The 
budget estimate calls for $25,000,000 for telephone loan funds. The House 
Committee report provides for this $25,000,000 plus a $10,000,000 contingency 
fund, or a total authorization of $35,000,000, which is approximately the same 
amount of money which we now estimate will be loaned in the fiscal year 1952. 

It should also be noted that the amount of copper which will be required for 
the telephone program in fiscal 1953 will depend more on the amount of money 
loaned in previous years than the amount of money authorized to be loaned in 
1953 fiscal year. This is true because the deliveries of materials for the tele- 
phone program usually are not made until a year or more after the loans are 
made. The best estimate at this time is that the telephone loan program will 
require the use of 3,860,000 pounds of copper in the fiscal year 1953. It is 
reasonable to assume that this relatively small amount of copper will be available 
since rural telephones are an essential part of the civilian economy. 

In this connection, we would like to point out first that rural telephones are 
very essential in helping farmers meet their production problems. They save 
labor, time, and materials. In addition, rural telephones reduce losses to life 
and property on the farm. Second, we would like to point out that very little 
is being done outside of the REA rural telephone program to extend and improve 
telephone service for farm people. The demand for rural telephone service is 
illustrated by the fact that we now have 508 applications on hand, totaling over 
$87,000,000. Of this amount, about half constitutes a backlog which we have 
not been able to examine due in a great measure to the fact that we have not 
had sufficient personnel. 

We have had two reductions in force during the present fiscal year, and REA 
now has 166 fewer employees than it had a year ago. During the last year or 
two, the total administrative load in REA has not decreased accordingly. 

In addition to the added responsibility of the telephone program, REA has 
carried the responsibility for the materials allocation program without being 
given any additional funds for that purpose. This materials allocation program 
requires the eqivalent of 50 man-years of work. As the rural electric program 
gets into thinner and more difficult areas, more work is required per dollar loaned. 
More rural electric loans are outstanding than ever before which require servicing 
to protect the Government’s security. In the telephone program, additional 
people are required as construction gets under way and auditing and manage- 
ment supervision of operating systems is required. 

In order to meet the difficult administrative situation, we have introduced 
many means of simplification and standardization of procedure, We have elimi- 
nated some things which might well be considered essential. We have trans- 
ferred responsibility to borrowers. We have asked them to assume more of the 
costs of the program. 

In spite of all economy measures, the backlog of work in REA is increasing. 
There is an increase in delays in response to requests from our borrowers for 
assistance and from people who are anxious to get electric service or telephone 
service. 

We want the committee to know we will continue in our efforts to economize 
in every manner and to render the best service we can within the limitations of 
our administrative budget. 

(The statistical summary referred to follows:) 
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Electrification loan program 


Mar. 30, 1951 | Mar. 28, 1952 


Applications for loans: 
Applications on hand Pies Se it ae a $192,401,000 | $134, 162, 605 
Applications in preparation................... 162, 723, 200 ' 134, 112, 600 





} 
ME bied ib ncasawccasseny. : Sanaa hs Ate acide 355, 124, 200 | 268, 275, 205 


Loans and advances to date: 

Loan authorizations, grand total 
Loan authorization, fiscal year 
Contingent authorization, drawn canes : 
Carry-over - - catia aii a oe | 139, 957, 974 
Total loan funds available._.....-...__-.--__- y 3 404, 457, 974 | 

Loans approved, grand total saa 2, 350, 539, a Z, 521. 241. 073 
Loans, fiscal year 145, 126, 000 | 94) 367, 800 

Advances, grand total. ___- ace as | 1,768, 860, 377 1, 995, 327, 392 
Advances, fiscal years, to date. Setewscen Quscpucassey 207, 191, 561 168, 593, 775 
Unadvanced.. ‘ . ee 581, 679, 236 | 525, 913, 681 


Percentage distribution, fiscal years— 


1950 | a9 1951 F 1952 # 


| 
| 


Loans by purpose: | 

Distribution lines_..-. i pevindasenene | 59.4 | 70. 61. 
Saar tine Gonistruction.. | ..........cascusischuatsesseacd.-n | .7)| (49. 9) | (41. 
Deficiencies... ___. 
System improvement. 

Generation. -_..........- 

‘Transmission - i ~ 

Office buildings, warehouses, ete... 

Acquisitions _. . - » dubs 

Radio communication. _-- 

Section 6........... 


} 
' 
} 
| 


no 


wrmcnc 


o 


1 Effective contingency authorisation of $39, 182,305 was not used. 
41 Contingent authorization of $75,000,000 for 1952. 
*To Mar. 28, 1952. 


Electrification construction program 


Fiscal year 


1952 (to Dec. 
1951 31) 


Miles energized. ___- 
Consumers connected. 
Consumer density - . -- 


116, 162 
295, 536 
2.5 


Fe 
I 
Construction progress: | 
Saepreengret 
} 
| 


Cost of distribution line (December): Average per ee 
mile} ei ‘cs 2 $720 | 3 $1, 909 


1 For typical system with density of 2.5 consumers per mile. 
? Designed for an average of 90 kilowatt-hours per consumer, 
+ Designed for an average of 300 kilowatt-hours per consumer, 


Note,—At 1951 costs, a line of 1940 capacity (90 kilowatt-hours) would cost about $1,325 per average 
mile, an increase of 84 percent over 1940 costs, The remainder of the increase results from the necessary 
design changes to handle the heavier loads. 
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Status of electrification borrowers 


Number of borrowers—June 30: 
Cooperatives 986 
Public utility districts 41 
Other public bodies 24 
Commercial companies 25 


1,076 
Average size of borrowers—June 30: 

Average weighted age (months) 70 
Consumer density i ; 3.1 
Miles per system energized 1,124 
Consumers per system energized 3, 516 
Investment per system energized $1, 810, 919 
Amount loaned per borrower $2, 255, 765 


Operating statistics, calendar years 1951 ! 


Operating revenues $35, 022,071 | $196, 717,304 | $285,800, 000 
Operating expenses 19, 255,938 | 123, 303,472 177, 200, 000 
Net revenue before depreciation 7, 931, 417 53, 805, 906 78, 900, 000 
Net revenue after depreciation (NA) 17, 898, 881 22, 100, 000 


1 Estimated. 
Financial status 


Cumulative to— 


Dee. 31, 1946 | Dec. 31, 1949 | Dec. 31, 1951 


Total payments due ; $203, 346,158 | $284, 420, 887 
Total payments made $223, 114,845 | $326, 077, £50 
Total principal paid $131, 466,883 | $204, 469, 244 
Total interest paid__- $91, 647,962 | $121, 608, 306 
Advance payments $20, 714, 203 $41, 324, 362 
Payments delinquent over 30 days-_--. $892, 941 $880, 873 $649, 834 
he percent of amount due 0.8 0.4 0.2 


Number of borrowers delinquent 67 34 


Power consumption, costs and sources 


For calendar years— 


Kilowatt-hour consumption per consumer . 
Cost of enerey - kilowatt-hour (cents). .._..........----.---- 
Revenue per kilowatt-hour, all consumers (cents) 


Sources of power supplies 


| 





1951 


Kilowatt-hours} Percent | Kilowatt-hours) Percent 


Generated and used by borrowers 
Purchased from other borrowers-.-..........----.--- 334, 760, 000 ; 
Purchased from non-REA suppliers 5, 201, 687, 000 ; 8, 252, 345, 000 


Total input k 9, 508; 885, 000 
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Sources and costs of all purchased power 


Fiscal year 1949 Fiscal year 1951 


Commercial companies 7 ook aint 
Industrial firms . 383, 153 
Public agencies 13, 311, 244 ; 19, 996, 521 
REA cooperatives 5 O71" 155 10,908 Sm 


73, 694, 738 100. 0 


Total farms in United States 5, 382, 134 
Farms electrified 4, 155, 950 
Percent electrified - . - .-- cnentaenys oddennoeranesenssansstnsnauee dee woes 

a aN oe ol de aking ndash edudewababeawe suede 

Other rural establishments unserved 

Total rural establishments unelectrified 

Farms with telephones 

Percent with telephones 


1 Preliminary. 
Rural telephone program 


Mar. 28, 1952 


Number Amount 


Applications on hand " ; $87, 052, 000 
Under consideration J 45, 243, 000 
Backlog 41, 609, 000 

Loan-fund authorizations, total to date. 66, 500, 000 

1952 authorization 1 9, 000, 000 

1951 carry-over 16, 245, 000 


Total available for 1952 1 25, 245, 000 


Loan allocations: 
To June 30, 1951 
1952 fiscal year to March 28 


Total to Mar. 28, 1952 (net) 


Loan contracts signed: 
1952 fiscal year to March 28 
Total to date 
Loan contracts executed by borrowers: 
1952 fiscal year to Mar. 28____.- Neue ERShhd attend bauidehederd aad wegen seciea x 
RN. nein babe cing heeds vise wiudacheeseutadabucssieditesed 
Loan funds advanced: 
Advances authorized, fiscal year 1952 
Total advances authorized to date 
Funds advanced, 1952 fiscal year 
Funds advanced, total to date 
Engineering contracts approved: 
Fiscal year 1952 to date 
Total to date 


Loan allocations (type of borrower): 


Cooperatives 
Commercial companies 


90, 856 
109, 126 


199, 982 


' In addition, 8 contingency loan authorization of $25,000,000 is available if needed for the orderly de- 
velopment of the program, It is estimated that $10,000,000 of this amount will be used. 
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Loan allocations by purpose: 
New construction 
Improvements 
SR tlre a eo ol oe wt wi thw wlene Alanna 
Refinancing 
Working capital 


FarMerRS Home ADMINISTRATION 


(Material from the justifications follows:) 


Loan authorizations 
Appropriation act, 1952 $153, 000, 000 
Budget estimate, 1953 (authorization to borrow from Secretary of 
Treasury) 
Increase 
Note.—On an available funds basis, there is a net decrease of $1,087,001 for loans in the fiscal year 1953 due 
to the availability of prior-year balances of $2,087,001 in 1952. 


SUMMARY OF INCREASES AND DECREASES, 1953 (ON THE BASIS OF AVAILABLE FUNDS) 


Decrease in funds available for farm ownership and farm housing 
loans, resulting in a reduction in the number of loans to be made. — $2, 087, 001 
For additional water facilities loans_..................-.-..---. +1, 000; 000 


Project statement (on the basis of available funds) 


| | 
er | 5 1952 Increase or 1953 
Project 1951 | (estimated) decrease (estimated 





Loan authorization: | 
1. Farm ownership and farm housing loans | $46, 214,600 | $40,087,001 |! —$2, 087, 001 $38, 000, 000 
2. Production and subsistence loans | 102, 936, 954 110, 000, 000 110, 000, 000 
3. Water facilities loans_____ | 3, 995, 434 | 5, 000,000 | 2-4-1, 000, 000 6, 000, 000 
Total loans 88 | 155,087,001 | —1,087, 001 154, 000, 000 
Unobligated balance ___.....-..-- Se 


Total available or estimate 153, 220, 571 | | —1, 087,001 154, 000, 000 
Reduction pursuant to sec. 1214___...__________] +24, 500, 000 |. 
Prior-year balance available__. oe | —7, 807, 572 | 
Balance available in subsequent year______-_-_-| 2, 087,001 | 


j- 


Total appropriation or estimate 172, 000,000 | 153, 000, 





1 See par, (1). 
2 See par. (2). 


INCREASES AND DECREASES 


(1) Decrease of $2,087,001 for farm ownership and farm housing loans.—-It is 
estimated that the total of $40,087,001 available in 1952 will provide $19,000,000 
for farm ownership loans and $21,087,001 for farm housing loans, The proposed 
authorization for 1953, $38,000,000, would provide $17,000,000 for farm owner- 
ship loans and $21,000,000 for farm housing loans. Some change in this distribu- 
tion of the total between programs may be necessary during the year. 

(2) Increase of $1,000,000 for water facilities loans to provide an additional 100 
loans to individuals and 15 loans to groups unable to obtain satisfactory credit from 
other sources.—Explanation of increase: This increase is necessary in order to more 
adequately meet the demand for loans from eligible farmers and nonprofit water 
associations in providing needed facilities for a farmstead water supply or for 
irrigation. The number of applications received in recent years have far exceeded 
the number of loans that could be made with loan funds available. In the fiscal 
vear 1951 it was not possible to serve more than one-third of the individual appli- 
eants and one-sixth of the group applicants. With $5,000,000 available for 
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loans in 1952, it is improbable that this ratio will be improved and it might even 
be lower if the present upward trend in size of loans continues. 

Of the many reasons for the increased demand for water facilities loans, the 
following are very sigr ificant: 

A. Each year a large number of farmers suffer substantial crop and livestock 
losses from drought. Because a very large number of these farmers are unable 
to obtain adequate credit on reasonable terms for the installation of water facili- 
ties, they are forced to continue hazardous farming operations which preclude the 
use of improved practices and are denied the opportunity for increased produc- 
tion and income. An example of this condition is the prolonged drought during 
1950 and 1951 in the Southwest which resulted in severe shortages of water sup- 
plies for many presently irrigated areas. It has not been possible, with the limited 
funds available, to make loans to many who are eligible for loans and who need 
to install wells to provide a dependable source of water to supplement dwindling 
surface supplies. In some of the dry-land areas subject to serious droughts and 
once regarded as unsuitable for irrigation, the use of modern irrigation equipment 
such as sprinkler systems, gated pipe and efficient motors has made it possible to 
stabilize and further diversify farm operations by including the production of 
irrigated crops and pastures. 

Bb. Four or five reclamation projects recently opened for settlement in the 
States of Arizona, New Mexico, Wyoming, Idaho, and Washington are still in 
process of development. Settlers on these projects, largely veterans, do not have 
sources of credit for financing the installation of farmstead water facilities, partic- 
ularly to supply water for the farm family, and for financing the facilities such 
as secondary ditches, pipeline, sprinkler systems, and for land leveling which will 
enable them to take water from main canals at the high point on the farm and 
effectively apply it in the production of farm crops. The promptness with which 
such facilities are installed directly affects the annual rate of income received by 
the settlers in the early years of project development. 

C. There is no adequate source of private or cooperative credit for financing 
the installation of new or the repair of existing water facilities owned and operated 
by groups of small farmers. The greatest increase in the demand for group loans 
continues to come from the States of the intermountain region. However, on 
the Roza division of the Yakima and on the Columbia Basin reclamation projects 
in the State of Washington, where the development of farmstead water on an 
individual basis is very costly, but reasonable on a group basis, a significant 
increase in the demand for group loans is anticipated. A recent survey by the 
Farmers Home Administration disclosed that more than 500 eligible mutual 
water companies and irrigation districts serving at least 10,000 farm families are 

resently operating systems in need of improvement to promote adequate services. 
tis the policy of the Farmers Home Administration to give preferential considera- 
tion to group applicants in need of financial and technical assistance for the 
improvement of existing irrigation facilities in order to maintain or increase the 
production of agricultural products needed during the present emergency. It is 
anticipated this policy will result also in a larger total number of farm families 
being served by the water facilities program. 

D. Generally, private credit is not available to a large number of family-type 
farmers who need to install water facilities on their individual farms. There are 
several reasons for this condition, among which the following are most important: 
Collateral and repayment requirements are unsuitable; technical advice and 
guidance for the installation and use of facilities is not provided with loans; and 
as a general policy banks and cooperative lending institutions make loans only 
to farmers with proven ability as farm operators. 

The need for increased loan funds is accentuated by the increase in the average 
size of loans. Tnere are a number of reasons for the increased size of loans, such as: 

A. Materials, labor, and equipment used in the installation of facilities cost 
more, 

B. A larger proportion of applications are for irrigation facilities which require 
larger investments. 

C. Since the enactment of Public Law 99 (Sist Cong.) amending the Water 
Facilities Act, there has been an increase in the size of loans approved to groups. 
For example, there has been an abrupt increase in the average size of initial group 
loans from $32,710 in the last fiscal year to $61,275 in the early months of the 
present fiscal vear. 

Loan plans.—The increase of $1,000,000 would permit the making of an addi- 
tional 100 loans to individuals and 15 loans to groups. Total loans in 1953 would be 
1,380 initial loans and 125 subsequent loans to individuals and 50 initial loans and 
4subsequent loans to groups. 
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Salaries and expenses 
Appropriation act, 1952 $27, 825, 000 
Anticipated pay adjustment supplemental 1, 745, 000 


29, 570, 000 
29, 350, 000 


— 220, 000 


SUMMARY OF DECREASES, 1953 


Decrease due to providing a direct appropriation to the General Serv- 

ieés Administration for certain leasing costs previously paid from 

this appropriation — 23, 000 
Decrease due to partial absorption of pay adjustment costs__._____- — 197, 000 


Project statement 


1952 
Project | 1951 (estimated) Decrease 


| 


“ 1953 
(estimated) 


$29, 570, 000 —$220, 000 $29, 350, 000 
}| (2,057, 750)| ~~" [—3, 680) | [2, 054, 100) 
29, 570, 000 , 


Transfer in 1952 estimates to ‘General Services 
Administration” 

Reduction pursuant to sec. 1214 

Anticipated pay adjustment supplemental 


Total appropriation or estimate 


Appropriation act, 1952 
Budget estimate, 1953 


NoTE.—On an available-funds basis, it is estimated that $140,772 and $128,000 will be available in fiscal 
years 1952 and 1953, respectively, from prior-year balances. 


Summary of decreases, 1953 (on the basis of available funds) 


Decrease in funds available for farm housing repair and improvement 
grants (1952 and 1953 estimated obligations are from 1951 unobli- 
gated appropriation balances) — $12, 772 


Project statement (on the basis of available funds) 


1953 (esti- 
mated) 


1952 (esti- 
ma 


Project 1951 ted) Decrease 


1. Farm housing repair and improvement grants —$12, 772 $128, 000 
Reduction pursuant to sec. 1214 250, 000 |. ins ctecakcinaia lel tain 
Prior-year balance available 268, +140, 772 —128, 000 
Balance available in subsequent year 000 |..-- 


Total appropriation or estimate 


FARM TENANT MORTGAGE INSURANCE FUND-——FARMERS HOME ADMINISTRATION 


This budget schedule covers an account established pursuant to sections 11 (a) 
and 12 (e) (2) of the Farmers Home Administration Act of 1946, approved 
August 14, 1946 (Public Law 731), which authorized the appropriation of not to 
exceed $25,000,000 for the establishment of such fund. he sum of $1,000,000 
was provided in the Department of Agriculture Appropriation Aet, 1948, for the 
establishment of the capital fund. This amount is to be supplemented by initial 
and annual charges collected from insured mortgagors and by such initial fees 
for inspection, appraisal, and other charges as the Secretary of Agriculture finds 
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necessary. One-half of the initial and annual charges collected from insured 
mortgagors as the premium for insurance and such amounts as are appropriated 
under section 11 (a) are available for payments with respect to insured mortgages 
under sections 12 and 13 of the act. Pursuant to the authority contained in the 
act, moneys not needed for current operations are being invested in direct obliga- 
tions of the United States. The other one-half of the initial and annual charges, 
together with such fees for inspection, appraisal, and other charges as the Secre- 
tary may determine, are available for administrative expenses in carrying out 
the provisions of the act. It is estimated that receipts derived from these sources 
during the fiscal year 1952 available for administrative expenses will amount to 
approximately $225,000. 

t is estimated that assets of the capital fund, including receivables and the 
amount of $1,000,000 originally appropriated, at June 30, 1952, will be approxi- 
mately $2,158,000. 

There was a steady increase in the number of farm-ownership loans insured 
each year from the beginning of the program in October 1947 through the third 
quarter of the fiscal year 1951. However, the estimates for 1952 and 1953 
reflect the current lack of investment capital as illustrated by the following table: 


Fiscal year 1951: 
a a aaa ah 2, 205 
$17, 870, 799 


1, 000 
Amount $8, 200, 000 
Fiseal year 1953: 
Number 
Amount 


DISASTER LOANS, ETC., REVOLVING FUND, DEPARTMENT OF AGRICULTURE 


Public Law 38, Eighty-first Congress, approved April 6, 1949, abolished the 
Regional Agricultural Credit Corporation and established a revolving fund of 
approximately $45,000,000 with the Corporation’s assets to be used by the 
Secretary of Agriculture in making and servicing the following types of loans: 

(1) Disaster loans to farmers and stockmen in areas designated by the Secretary 
who have suffered a production disaster as a result of floods, storms, freezes, 
drought, insect infestation, or other similar causes, and who are unable to obtain 
from commercial banks, cooperative lending institutions, or other established 
sources the credit needed to replace or repair the property damaged or destroyed 
by the disaster and to continue their farming operations. These loans bear 3 
percent interest. 

(2) Fur loans, pursuant to the provisions of title II of Public Law 860, Eightieth 
Congress, to bona fide fur farmers actually engaged in breeding or production of 
fur-bearing animals in captivity and who are unable to obtain necessary credit 
from other sources to enable them to continue their fur-farming operations. 
These loans bear 5 percent interest and are scheduled for repayment within a 
maximum period of 5 years. Authority for making fur loans expires June 30, 
1953, and not more than a total of $4,000,000 may be outstanding for all such 
loans made. 

(3) Orchard loans, authorized by Public Law 665, Eighty-first Congress, 
approved August 5, 1950, which amended Public Law 38, to owners or operators 
of established farms in any area or region where, beginning in 1941, the former 
Regional Agricultural Credit Corporation had made credit available and the 
Secretary finds a continued need for such credit which is not readily available 
from other established local sources. No orchard loan may be made in excess of 
$10,000, and the total amount outstanding for all such loans to any borrower 
may not exceed $20,000. These loans bear 5 percent interest and are repayable 
within a period not to exceed 5 years, depending on the purposes for which funds 
are advanced, the useful life of security offered, and the individual borrower’s 
repayment ability. Orchard loans may not be made after August 4, 1953, and 
the total amount outstanding at any one time for all such loans may not exceed 
$2,000,000. Loans are being made under this authority in the Wenatchee- 
Okanogan area of the State of Washington. 

Through the enactment of Public Law 202, Eighty-second Congress, the 
revolving fund established pursuant to Public Law 38 was increased by $30,000,000. 
This appropriation was made to enable the Department to make disaster loans 
to farmers unable to secure credit from other sources for replacing or repairing 
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farm homes and buildings, equipment, replacing livestock, ete., damaged or 
destroyed by floods during the summer of 1951 in Kansas, Missouri, Oklahoma, 
Nebraska, Illinois, Iowa, and Wisconsin. 

Obligations by activities for the fiscal year 1951 and estimates for 1952 and 
1953 are as follow: 


Estimate, Estimate, 
Actual, 1061 1952” 1953 


1. Disaster loans ! $19, 370,424 | $45,194, 831 $41, 350, 000 
2. Loans to fur farmers : : 1, 092, 7 750, 000 750, 000 
3. Salaries and expenses 1, 045, 587 2, 491, 300 2, 416, 300 


Total accrued expenditures 48, 436, 131 44, 516, 300 


1 Includes orchard loans. 


The number and amount of disaster, fur and orchard Joans made from April 
6, 1949,! the beginning of the program, to June 30, 1951 are as follows: Also 
attached is a statement providing a breakdown of this information by States. 


Obligations Apr. 6, 1949 
to June 30, 1951! 


—— ee 


Type of loan 


r 


umber of | Amount of 
borrowers loans 


34, 563 $49, 964, 885 


230 | 3, 079, 034 


SI INI ooo vccirmmapnmsowiwacintinees si videdlatnd Monteith aialia otis ay 
i cee a ae ig 


Orchard loans 112 1 89, 400 


1 Orchard loans were not authorized until Aug. 5, 1950. 


Loan status.—The status of these loans as of June 30, 1951 is as follows: 


| 


Loan Principal Principal Interest 
advances maturities collections collections 
| 


Disaster loans $49, 605, 964 | $26,127,829 | $22, 658, 007 $619, 854 
Fur loans_.-_-_- . 3, 062, 248 1, 813, 191 1, 554, 522 73, 704 
Orchard loans..__--- ; iecepuantinal ~-| 37, 385 | 5, 420 5, 420 79 


| . nial - aman nikita 
| 82, 705,597 | 27, 946, 440 | 24, 217, 949 | 693, 637 
1 | 


THE 1952 AND 1953 PROGRAMS 


Since the inception of the program of generally short-term emergency credit 
assistance authorized by Publie Law 38 on April 6, 1949, the Nation has experi- 
enced unprecedented production disasters through adverse weather conditions, 
floods and heavy insect infestations which materially reduced crop yields and 
resulted in serious livestock losses and property damage in many areas. These 
conditions have resulted in widespread need among farmers in these areas for 
credit not available through banks, cooperative credit agencies or other estab- 
lished sources. To date disaster loans have been authorized in designated coun- 
ties or all of 44 States and in Hawaii and Puerto Rico because of production 
disasters occurring in 1949, 1950, and 1951. In some of these designated areas, 
farmers have suffered heavy losses in two or even three successive years because 
of disasters. For example, freezes in January and February of 1949 caused 
severe damage to the citrus and vegetable crops in the Rio Grande Valley of 
Texas and in the Imperial Valley of California, necessitating the designation of 
these areas for disaster loan assistance. A subsequent freeze in the winter of 
1949-50 caused serious damage to crops in the Imperial Valley and another 
freeze in the winter of 1950-51 did more damage to the citrus trees and growing 
crops in the Rio Grande Valley of Texas than was done in the -previous year. 
In many of the cotton-producing States of the Southeast and Southwest excessive 
rainfall and heavy boll weevil infestations in 1949 necessitated the designation 
of these areas for disaster loan assistance to enable farmers to continue their 
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operations in 1950. The damage from these causes during 1950 was even more 
severe in the cotton-growing States of the South, thus requiring the continuation 
of disaster loan assistance for 1951 operations. Tt now appears that many areas 
in the South will again require aid under this program during 1952 because of 
losses due to drought and other adverse weather conditions. 

During the summer of 1951 floods along the Missouri River and its tributaries 
saused extremely heavy damage to land, buildings and crops in Kansas and 
Missouri and in portions of Oklahoma, Iowa, Illinois, Wisconsin and Nebraska. 
Farmers in these areas will require considerable assistance through disaster loans 
for the repair or replacement of their buildings, fences, the rehabilitation of their 
lands, the replacement of livestock lost in the floods and to meet farm and home 
ope rating expenses for 1952 and several subsequent years. Drought conditions 
in New Mexico, Texas, Oklahoma and in other scattered areas also will necessi- 
tate heavy lending through this program in 1952. 

Though initial disaster loans are usually discontinued in each designated area 
at the end of the next crop year following the disaster, it is necessary that subse- 
quent loans be made in these areas for a longer period to many borrowers to enable 
them to recoup their losses from the disaster and get in position to obtain credit 
from their usual sources. 

In view of the continuing need for subsequent credit assistancé in large areas 
that have been designated for disaster loans in prior years, the need for initial 
loans in those areas that have suffered damage in 1951, and disaster damage 
which, based on experience, might be expected in other areas during 1952, it is 
possible that more funds will be required for disaster loans in 1952 and in 1953 
than in any prior year. However, due to the nature of the program, it is extremely 
difficult to project the loan needs of the current and budget years with any rea- 
sonable degree of accuracy. 

A statement reflecting the status of this revolving fund follows: 


Disaster loan revolving fund 


1952 esti- 
mated 


1953 esti- 


1949 
mated 


1950 | 1951 | 


Balance beginning of year $45, 494, 334 


| 
| 
ei Ste 
$44, 550,601 | $14, 900, 244 | soa 422,256 | $16, 986, 125 
Collectiims............. : se 


1, 630, 227 23, 030, 675 | 19, 000, 000 33, 830, 000 
Total available - “485, 404, 334 | _ 46, 180, 828 37, 930, 919 | 65, 422, 256 | 50, 816, 125 


| }-- | 
| 


Loans made. ____. 3 30, 796,567 | 20,463,126 | 45,944,831 | 42, 100, 000 
Administrative expenses ei 484, 017 1, 045, 537 2, 491, 300 | 2, 416, 300 


Total accrued expenditures 943, 733 | 31, 280, 584 21, 808, 663 ee 48, 436, 131 44, 516, 300 


Balance, end of year......| 44,550,601 | 14,900,244] 16,422, 256 | 16, 986, 125 6, 299, $25 
} | | 


4 Includes $30,000,000 appropriated by the Flood Rehabilitation Act, 1952 (Public Law 202), approved 
ct. 24, 1951, 
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STATEMENT OF DiLLARD B. LAsserTerR, ADMINISTRATOR, FARMERs’ 
Homer ADMINISTRATION 


GENERAL STATEMENT 


Mr. Chairman and gentlemen of the committee, I am fully aware of the burdens 
which unsettled world conditions impose upon our economy and of your concern 
in seeing that the resources of this Nation are used in a manner which will contrib- 
ute most to our strength and security. 

I greatly appreciate this opportunity to report to you on what Farmers Home 
Administration has been doing the past vear and I hope you will give me the benefit 
of your suggestions for making our services to farmers more constructive. 

In carrying out our program objectives, particular attention is being given to 
the wise use and conservation of the Nation’s agricultural resources. We are 
stressing even more this vear the making of loans which will enable the operators 
of family-type farms to make the most efficient use of their available land and 
labor resources. This will result in an immediate and sustained contribution to 
the increased production of food, feed, and fiber. 

The need for increased production of agricultural commodities and the effective 
utilization of all manpower is even more urgent than it was a year ago. The 
study made of low-income farm families for the Joint Committee on the Economie 
Report discloses that the greatest potential source of domestic agricultural labor 
today exists among families living on small and underdeveloped farms. Their 
problem is not a shortage of labor but rather one of finding ways and means of 
utilizing fully the available family labor supply. 

A recent report by the National Planning Association on underemployment in 
American agriculture further points up that produétion and income per acre o1 
small and underdeveloped farms are generally much lower than is economically 
feasible on the same acres. This report also shows that small farmers must be 
able to obtain capital for acquiring additional land, carrying out land-improve- 
ment measures, purchasing foundation livestock and farm equipment, and for 
other necessary farm operating expenses if they are to develop successful farming 
systems which will utilize fully their land resources to provide productive em- 
ployment for the available family labor. To insure the wise use of additional 
capital, low-income farmers need assistance in planning and developing these 
successful farming systems. 

These basic problems of underemployment and low productivity were recog- 
nized and understood by the committee of the Congress which made such a 
thoroughgoing study of the Farm Security Administration. The farsighted and 
constructive authorizations which the Congress gave the Farmers Home Adminis- 
tration provide the facilities to deal effectively with these basic problems of low- 
income farmers. 

Farm ownership loans permit the enlargement of farms that are too small and 
the development of farms that are underdeveloped. Farm-housing loans and 
water-facilities loans provide the means for meeting specific development needs 
when the lack of such development is the cause of low production and inefficient 
use of available labor. 

Production and subsistence loans are designed to finance the purchase of live- 
stock, machinery, and other capital needs required for adjustments in farming 
programs aimed at increased production and improved labor utilization. The 
guidance in developing sound farming svstems and improved farm practices 
which is a fundamental characteristic of all these loans assures the most efficient 
and effective use of the credit advanced. 


PRODUCTION AND SUBSISTENCE LOANS 


Increased emphasis has been given this year to the making of operating loans 
to applicants who have the ability and desire, and who have or can acquire the 
necessary resources, to carry on successfully family-type farming operations and 
repay their loans. Loans are not being made to part-time farmers. In addition, 
loans are not being made to applicants solely to meet annual operating expenses if 
their circumstances are such that loans of a similar character will be required year 
after year. In this way, our limited loan funds are being used to make the greatest 
contribution to the over-all agricultural economy. 

With the $110,000,000 available this year, we will be able te»provide only 35 
percent of the new applicants the assistance they need and are requesting. Funds 
for new loans were exhausted in most States by late February. With the same 
funds available in 1953, a similar situation will undoubtedly exist. 
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Preference is given veterans in the making of operating loans. As of January 
31, 50 percent of the funds available for loans this year had been advanced to 
veterans. 

Borrowers are required to repay their loans as rapidly as possible, consistent with 
their ability to pay. In addition, they are encouraged to pay ahead of schedule 
when income is available. Collections on operating loans continue good. The 
collection of outstanding loans is receiving special attention. Collections on 
production and subsistence loans made from appropriated funds since November 1, 
1946, equaled 92.1 percent of the amount which has matured as of December 31, 
4951. 

Further evidence of borrower progress is reflected by a recent analysis of the 
operations of borrowers who repaid their loans in full in 1951 and continued to 
farm. This analysis shows that the value of production on their farm increased 
more than $8 per acre—from less than $16 per acre, a figure that is characteristic 
of the low-income group, to $24 per acre. The net worth of the borrowers who 
repaid their loans in 1951 has increased from $2,667 to $5,029. Such progress 
indicates clearly that small farmers who receive this type of assistance develop 
efficient farming operations and make substantial contributions to the increased 
production of agricultural commodities and to the national economy. 


WATER-FACILITIES LOANS 


The only increase being requested in our budget is an additional $1,000,000 
borrowing authorization for water-facilities loans. With the $5,000,000 avail- 
able for water-facilities loans this year, it is now evident that we can serve only 
30 percent of the individuals, and 18 percent of the groups requesting assistance. 
The demand for water-facilities loans continues strong and there will be a large 
carry-over of applications into the 1953 fiscal year. 

In addition to the greater demand for water-facilities loans, a larger proportion 
of the applicants are seeking assistance for irrigation purposes which result in 
substantial production increases rather than for the installation of farmstead 
facilities. ‘The increased demand for irrigation loans has resulted from the present 
demand for farm products, the prolonged drought in the Southwest, and the open- 
ing to settlement of new farms on reclamation projects; the improved productivity 
obtained by converting dry farms to irrigated farms; and the inability of applicants 
to obtain credit elsewhere on terms within their ability to pay. 

There is also an increased demand for group loans and a larger percentage of 
the water-facilities funds are being used for such loans. The need of settlers on 
reclamation projects for domestic water supplies contributes to this increased 
demand. A fataer total number of farmers can be served through group loans 
than through loans to individuals and the cost for water per farm is generally less. 

Collections on water-facilities loans continue very good. Borrowers are re- 
quired to pay their loans as rapidly as possible consistent with their ability to 
pay, iudhuditig paying ahead of schedule when income is available. Collections 
on water-facilities loans equal 99.1 percent of the amount matured as of December 
31, 1951. 

Borrowers who repaid in full in 1950 and 1951 their loans for installing irrigation 
facilities increased their gross cash income from $4,685 to $10,124, their net 
worth from $11,032 to $23,560, the number of beef cows by 33 percent, yields of 


corn per acre from 16 to 45 bushels, and alfalfa hay production per acre by 38 
percent. 


FARM OWNERSHIP 


I am increasingly concerned over the very small number of eligible and well 
qualified farm families we can serve with the resources available to us under the 
farm ownership program. A year ago I reported to you that the volume of insured 
loans had greatly accelerated and that the acceptability of insured farm mort- 
gages on the part of private investors seemed to have been established. Two 
months later, changes in the money market resulted in the withdrawal of essen- 
tially all the major investors in these loans. This leaves the farm ownership 
program dependent almost exclusively on direct loan funds. The number of 
farm families whose undersized farms can be enlarged or whose land resources 
can be developed to permit the efficient use of available family labor and the 
increased production of needed agricultural goods will be reduced from 4,281 in 
1951 to an estimated 2,600 in 1953. Forty thousand families are applying for 
such assistance each year. 


96708—52———-38 
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During the fiscal year 1951, 4,281 initial loans were made. Of these, 2,205 
were insured loans and 2,076 were direct loans made from the $22,276,000 avail- 
able. It is estimated that in the fiscal year 1953 there will be only about 1,000 
loans insured since only occasional local investors are participating in this pro- 
gram, while the $17,000,000 available will permit the making of not more than 
1,600 direct loans, a total of only 2,600 loans for 3,000 agricultural counties. 

More than 95 percent of the initial loans from direct-loan funds for several 
years have been made to veterans, and even then we have been able to meet only 
a minor part of the verteran need. In the general absence of private lenders for 
insured loans, we are unable to serve nonveterans regardless of how seriously 
handicapped they are by small or underdevelo farms. Without assistance, 
they will be unable to remove the basic causes of low productivity and underem- 
ployment and will continue to contribute little to the total economy. 

Farm-ownership borrowers continue to make remarkable progress in retiring 
their loans and in strengthening their economic position. or the year ending 
March 31, 1951, they paid 124 percent of the amount due. Their cumulative 
records show repayment of 127 percent of the amount due. An analysis of the 
1950 operations of those borrowers who had received their loans in 1940 and whose 
accounts were still active shows that in this 10-year period they had increased 
their gross cash income from $964 to $4,347 and their net worth from $1,462 to 
$9,063. Production per acre, after adjustment for price change, was increased 
from $25 to $33.50. 

FARM HOUSING 


Initial loans totaling $23,764,131 were made to 5,135 farm families during the 
1951 fiscal year to enable them to build, remodel, or repair their homes or other 
farm buildings under title V of the Housing Act of 1949. 

The 2,474 new houses financed last year under the farm-housing program cost 
an average of $6,073. This low cash cost is largely a result of borrowers making 
extensive use of salvage and native materials and utilizing a substantial amount 
of family labor to do the construction work. Consequently, there is little compe- 
tion from this operation for labor and materials used in commercial construction 
and in the mobilization effort. Last year 2,085 farm houses were modernized 
and repaired at an average cost of $2,204. At an average of $1,468 there were 
2,611 new farm service buildings constructed, and at an average cost of $622 
there were 1,256 additional farm buildings repaired and improved. 

Preference in the use of farm-housing funds is given to meeting the essential 
housing and other farm building needs of those families who are in a position to 
make a substantial contribution to our supply of marketable commodities, 

That a widespread need for improved farm housing still exists is illustrated by 
a preliminary report of the 1950 census, which shows that one-fifth of our farm 
homes are in such a dilapidated condition that they need major repairs or else 
need to be replaced. The need for the construction and improvement of farm 
service buildings is also extensive, particularly in those areas where changing 
patterns of farming require new or different building facilities to make most ef- 
ficient use of the family labor and land resources. 

Families receiving farm-housing loans are demonstrating their ability to pay 
for needed improvements. Of the 10,300 borrowers with payments due, 97 
percent paid the amounts due on December 31, 1951. We consider this a note- 
worthy record, particularly in view of the-fact that these families were unable to 
obtain from convential credit sources, the credit they needed to construct or 
improve their buildings. 

DISASTER LOANS 


Disaster loans have enabled many farmers to continue operations and maintain 
production of essential agricultural commodities at a time when they would other- 
wise have been forced out of business completely or have found it necessary to 
make substantial reductions in their operations. 

Loans totaling $53,560,859 had been made as of December 31, 1951, and 86 
percent of the principal matured on these loans has been collected. We are finding 
it necessary to continue making loans in some designated areas for as many as 
2 or 3 years to those farmers who obtained disaster loans after suffering serious 
production losses and who have not recovered sufficiently from the disaster to 
return to their former sources of credit. . 
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DEBT-SETTLEMENT ACTIVITIES 


We are continuing to make progress in closing the accounts of borrowers in- 
debted on rural rehabilitation and emergency crop and feed loans eligible for 
settlement under Public Laws 518 and 731. During the 1951 fiscal year the ac- 
counts of 132,170 borrowers were settled, and the accounts of an additional 45,195 
borrowers had been settled this year. This brings to 626,523 the total number of 
borrowers whose accounts have been settled under Public Laws 518 and 731. 
$13,145,000 was collected on these accounts in connection with the settlements. 


SALARIES AND EXPENSES 


The 1953 estimate for salaries and expenses is $220,000 less than the amount 
available this fiscal year. In order to operate within budgetary limitations, we 
have made a thorough analysis of our personnel requirements in all areas of opera- 
tions and have shifted personnel to strengthen points of greatest need. In doing 
this, I have followed my firm policy of giving preference to the needs of our field 
offices. The success of this supervised credit program depends primarily on the 
effectiveness of our county office personnel in working directly with farm families. 
There is a point beyond which they cannot be expected to give satisfactory 
performance, and I am convinced that the budget estimate for salaries and 
expenses for 1953 reflects a minimum below which satisfactory services cannot be 
maintained. 

SUMMARY OF LOAN COLLECTIONS 


I am sure the committee will find interesting the attached table summarizing 
the collection status of all types of loans as of December 31, 1951. Collections 
during the entire fiscal year 1951 and during the first 6 months of this fiscal year 
are shown separately. In this latter 6-month period, collections totaled 
$108,548,753, an increase of about $15,000,000, or 16 percent over the first 6 
months of last fiscal year. Principal and interest collections on rural rehabilitation 
loans are now in excess of 100 percent of the total advances. 

(The table referred to is as follows:) 
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Farm Crepit ADMINISTRATION 


(Material from the justification follows:) 


Salaries and expenses 


Appropriation act, 1952_ a ee te i asp cies nc os me, 
Anticipated pay-adjustment supple ne ee ri +31, 000 
Additional assessments for pay-adjustment costs. 1 +. 137, 000 


Decrease in assessments due to assumption by the Federal land banks 
of costs of certain Farm Credit Administration land-appraisal ac- 


, Fee a te oe ns I a a ele a So as pee 1— 139, 900 
Base for 1953 _ _ - ee ees Pe ee yr Soka cae oeees ee aoe 
Budget estimate, 1953_-__-- - - - ie aaa ear ac tat do > 7 
ct ee ae Sad POSEY rey FO 





saeuliolankebdlusiak pee cenen a 
1952 (esti- | Increase or | 1953 (esti- 








> i w i 
Project | 1951 | mated) | decrease mate) 
1, Supervision and examination of and facilities and | 
services to farm credit banks and corporations $2, 203, 691 | $2,322,100 |.........._.] $2,322, 100 
2, Researeh and technica) assistance, inciuding facili- 
ties and services to farmers’ cooperatives. __.- aot 525, 561 | SIE fosncwneeenss 431, 000 
ge) eos a eee oA, mis aaa A 
NE OI on Sciciienesannnseseetbndsddiniran af: _ 1198, 500} (+4, 000} | [197, 500} 
Total available or estimate... ._...........-- 2, 783, 391 dP UD Ie enc les | 2,753, 100 


Comparative transfer to ‘‘Salaries and sxpeneen, Office | | | 

of Information” ERE CLE LE ODE BE ae akenash 
Reduction pursuant to sec. 1214_- on Dae +5, 000 |... : 
Anticipated pay-adjustment supplemental. - - = —31, 000 | 


Additional assessments due to pay adjustments __--_- ..-| —137,000 
Decrease in assessments due to assumption by the | | 
Federal land banks of costs of certain Farm Credit | 
Administration land-appraisal activities............-- +i 39, 900 | 
Total appropriation or estimate... ..........--... 2, 788, 691 | 2, 725, 000 
| 








!'In the fiscal year 1952 the salaries and related expenses of all employees under the supervision of the 
chief reviewing appraisers of the 12 Farm Credit districts engaged in land-appraisal activities, heretofore 
paid from “Salaries and expenses, Farm Credit Administration’’ by assessments against the Federal land 
banks, have been transferred and are being paid as direct expenses of the banks. This results in a reduction 
of $139,900 in assessments below the amount authorized in the 1952 Agricultural Appropriation Act. It is 
proposed to use $137,000 of this reduction to absorb part of the pay-adjustment costs under Public Law 201 
lor the fiscal year 1952. 


Sources of funds 


| 
j 


Estimate, | Budget esti- | Increase or 





| 
| 
1952 mate, 1953 | decrease 
a oe _~ ee en — - —— — al eee 
Direct appropriation from U. S. Treasury san Wawkaed $400, 000 | $431, 000 | +$31, 000 
Anticipated pay-adjustment supplemental Coa ead 31, 000 | —31, 000 
eae aT eae mae eho aTeetee cease 431,000 | 431, 000 | oe, 
Reimbursements from ‘‘Administrative expenses and refunds | | 
Farm Credit Administration,” for cost of supervision and | | j 
examination of and facilities and services to— | 
Federal land banks. - .--- anwwaltehbbaaietin de octet 1, 143, 200 1, 143, 200 | 
Banks for cooperatives- Pee . a 287, 900 287, 900 |. 
Federal Farm Mortgage Corporation. .........-...-...--| 109, 000 | 109, | Ss ae 
Federal intermediate-credit banks. - -.-...-.- 349, 800 | 349, 800 |__- 
Production-credit corporations ; Vid ckahcoesensen’ 272, 300 | 150; 00 |. 
Production-credit associations, and other______- diana 159, 900 | 159, 900 
ae cont nr kee _wwee----} 2,322, 100 | 2, 322, 100 | suas 


Total available or estimate __...___--. ahaa 2, 753, 100 2, 753, 100 
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FEDERAL FarM MortGaGE CORPORATION 
Administrative expenses 


Appropriation Act, 1952, and base for 1953 $1, 100, 000 
Budget estimate, 1953 950, 000 
— 150, 000 
SUMMARY OF DECREASES, 1953 
Reduction in reimbursements to the Federal land banks for servicing 
land: Dank oOneMmisONET QONOt8 oo ec ein aces ne see — $149, 500 


Decrease in payments for services rendered by other Government 
agencies — 500 


Project 1952 (esti- 


1. Payment for administrative services: 
Federal land banks $1, 133, of $1, 094, = 
‘ 


Federal Reserve banks---.---__- ee ektaal 737 650 
General Accounting Office audit expense. —5, 769 3, 750 
Miscellaneous 3 


Subtotal 1, 128, 836 1, 100, 000 
Unobligated balance 151, 164 


Total limitation or estimate mary 280, 000 | 1, 100, 000 


DECREASES 

The decrease of $150,000 in funds required for 1953 administrative expenses 
is composed of: 

(1) A decrease of $149,500 in reimbursements to the Federal land banks for 
servicing land bank commissioner loans and other assets. 

The Federal land banks, since the establishment of the Federal Farm Mortgage 
Corporation, have performed credit functions of the Corporation on a reimburs- 
able basis. Since July 1, 1947, when the land bank commissioner’s lending au- 
thority expired, these functions involve only the servicing of outstanding loans 
and other assets for which each bank is reimbursed under a contract with the 
Corporation. 

The 1953 contracts with the Federal land banks are estimated at $945,200, 
$149,500 less than the maximum of $1,094,700 set in the 1952 contracts. The 
estimate is based on estimated costs of the land banks and covers the servicing 
of 31,060 units. The liquidation of these assets, which are in all farm credit 
districts, will require continued servicing by the land banks. 

(2) Decrease of $300 in reimbursements to the United States Treasury De- 
partment. 

This is a decrease in the estimate of reimbursements to the Office of the 
Treasurer for checking account services and for the retirement of the Corpora- 
tion’s matured bonds. 

(3) Decrease of $200 in reimbursements to Federal Reserve banks for handling 
the Corporation’s matured bonds. 


STATEMENT OF Gov. I. W. Duaean, Governor, Farm Crepir 
ADMINISTRATION 


The 1953 administrative expense estimates for the Farm Credit Administration 
and the wholly Government-owned corporations which it supervises compare 
with the 1952 authorizations as follows: 


1953 esti- 1952 authori- 
mate i 


Farm Credit Administration $2, 753, 100 
Federal Farm Mortgage Corporation 950, 000 
Federal intermediate credit banks-----.----- cantina Saeee 1, 690, 000 1, 549, 756 +140, 244 
Pema GIST OTTIOTAIIOIS.... . <8... nn cn eccvinccawssewes 1, 465, 000 1, 407,015 +57, 985 
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ADMINISTRATIVE EXPENSES 


Minimum administrative expenses commensurate with sound administration 
and operation has continuously been the policy of Farm Credit Administration and 
the institutions it supervises. 

The funds for administrative expenses of the Farm Credit Administration are 
obtained from two sources, approximately 80 percent from assessments against 
the Farm Credit banks and corporations which the Administration supervises and 
examines and 20 percent from direct appropriation for cooperative research and 
service. The latter activity in 1951 included some 90 research projects and 45 
of a service or educational nature, assistance given some 200 foreign visitors in con- 
nection with the point 4 technical assistance program, and educational and 
service assistance provided farmers’ cooperatives in connection with the new 
Federal income-tax regulations. The distribution of the Administration’s expenses 
between assessable funds and appropriated funds is in proportion to the services 
rendered, such services being measured by a comprehensive cost analysis. 

For a considerable period of time it has been the view of the Civil Service Com- 
mission that the positions of all employees in the district appraisal organization 
should be filled by employees having competitive civil-service status. Some of 
these employees have been appointed pursuant to competitive eivil-service pro- 
cedure and paid by the Farm Credit Administration, while others have been 
appointed noncompetitively and paid by the banks on the basis that part of the 
duties performed related to bank work. 

A review of the nature and character of the work performed by all employees 
involved has resulted in an administrative determination that this work should 

roperly be classified as part of the appraisal process to be paid directly by the 
and banks in the same manner as the salaries and expenses of land-bank appraisers 
have been paid since 1917. There will be no change in the net results, since the 
salaries and expenses of all these employees have been paid entirely by the land 
banks since the enactment of the Department of Agriculture Organic Act of 1944. 
Accordingly, in conformity with the practice of eliminating from the budget 
estimates of the Farm Credit Administration expenses which by their nature could 
and should be paid direct by the banks and corporations without passing them 
through the assessment procedure, it was administratively determined to omit 
from the 1953 estimates 24 positions and related expenses totaling $139,000, 
with a comparable adjustment for 1952. Concurrently, Farm Credit Adminis- 
tration has agreed to meet the civil-service requirement by making future appoint- 
ments to all such positions through competitive civil-service procedures. 

Administrative expenses of all the Farm Credit banks, corporations, and asso- 
ciations are paid from their corporate funds. In the case of the wholly Govern- 
ment-owned corporations listed above, limitations of specific amounts for admin- 
istrative expenses are fixed by the Congress. 

The number of employees of the Administration in the fiscal year 1951 was 66- 
percent less than in 1940 for comparable functions, and the number in the district 
institutions (excluding associations) was 63-percent less. Compared with 1934, 
the number of district employees in 1951 was 85-percent less. Comparable 
data are not available for the year 1934 for the Administration. The number of 
employees in each of those years is shown in the following table: 


1951 1940 


Farm Credit Administration: 
Departmental 1, 040 
; 268 





Districts: 
Rida cdanteveunened SAE phd eels Sdbsaaidia canta s oieanast 1, 830 
Re a a cd oa 12, 816 





14, 646 


1 Not available. 

The cost of personal services of the Administration in 1951 was 31 percent less 
than in 1940 for comparable functions, and for the district institutions (excluding 
associations) it was 27 percent less. Total operating expenses of all Farm Credit 
institutions, including association costs, increased only 13 percent during these 
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years, whereas the total amount of loans made by these institutions in 1951 was 
almost four times the volume in 1940. The increase in total operating expenses 
was due primarily to an increase of 104 percent in production-credit association 
costs. The volume of loans made by the associations increased 272 percent during 
the same period, and the number of loans made increased 25 percent. 


OWNERSHIP OF FARM CREDIT INSTITUTIONS 


The Government owns the Federal Farm Mortgage Corporation, the production- 
credit corporations, and the Federal intermediate-credit banks, and has a capital 
interest in the banks for cooperatives and in slightly over half of the production- 
eredit associations. Farmer borrowers own the Federal land banks, the national 
farm loan associations, and the remaining production-credit associations. 

The Federal Farm Mortgage Corporation, which loaned over a billion dollars to 
farmers, mostly during the depression period 1933-35, has transferred to the 
surplus fund of the Treasury $199,990,000 of the $200,000,000 invested by the 
Government in its original capital stock. As of December 31, 1951, it also had 
paid dividends of $107,000,000 to the Treasury and had earned net worth of 
$35,244,000. The Corporation will continue paying dividends as its cash position 
permits. 

The production-credit corporations have only $39,235,000 of their initial capital 
of $120,000,000. They have transferred $30,000,000 to the surplus fund of the 
Treasury and have repaid $50,765,000 to a capital stock revolving fund. 

The Federal intermediate-credit banks still retain the Government’s original 
investment of $60,000,000 in their capital stock. An additional investment of 
$40,000,000 in capital stock and paid-in surplus was returned to a revolving fund 
from which $2,650,000 was subsequently reinvested in paid-in surplus of five of 
the banks. The latter amount is still outstanding. 

The production-credit associations’ initial capital stock was furnished indirectly 
by the Government through purchase of association stock by the production- 
credit corporations from their capital fund. The corporations’ capitalization 
of the associations has been reduced from a peak of $90,086,450 at December 31, 
1934, to $11,370,500 at December 31, 1951. Of the total of 500 associations, 
238 were entirely member-owned at January 5, 1952. It is intended that ulti- 
mately all associations will be solely owned by their members. 

The banks for cooperatives at December 31, 1951, had $178,500,000 of Govern- 
ment capital and $20,345,600 of capital furnished by farmers’ cooperative associa- 
tions who use the banks’ facilities. Proposed legislation was introduced in the 
Highty-first Congress which provided a plan under which farmers’ cooperative 
associations could become the owners of the banks for cooperatives, but the 
legislation was not enacted. Sentiment is still strong among cooperatives for 
such legislation. 

The Federal land banks have been wholly owned by farmer borrowers since 
1947, primarily through ownership of stock in national farm-loan associations. 


TRENDS IN AGRICULTURAL CREDIT 


T should like to provide for the record a statement indicating the trends in 
agricultural credit and the changes in production costs and land values since 1940. 
(The material referred to is as follows:) 
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Selected data related to agricultural credit since 1940 


{Amounts rounded to millions of dollars} 


Year ended Dee. 31— 





Item | mee 
1951 


Federal land banks_._.._- ye 
Federal Farm Mortgage Corporation. ca ai ‘ ot Pee Meee 
Production-credit associations_._.__..._. oe 320. 1, 075.7 
Banks for cooperatives. _. 30 : atoade 39. 402. 
Federal intermediate-credit banks... __- esse aaah : 1, 627. 


3, 310. 


Less Federal intermediate-credit bank loans to and *) 
discounts for other Farm Credit institutions_......-.- 1, 845. 2 | 1, 443. 
| 


Net total sical 2, 343, 1 1, 867. 


Total omtuatiens debt outstanding (all 
lenders) ! 


Real-estate mortgage loans ------| 26,4000} 5,828.0} 4,6820| 6,534. 
Non-real-estate debt (excluding loans held or “guar- | 
anteed by CCC) .. a 7,400.0) 6,172.0! 2,847.0! 3,304.0 


Non-real-estate debt as a percent of total debt ____- 54 | 51 38 | 34 


Production costs and land values ! 


Farm-production costs. ..-- i asia Seek cated 20,0000 | 13, 0000 | 6, 600.0 


Index of land values per acre as of Nov. 1___. co 206 179 133 


1 BAE estimates. 
? Preliminary estimate. 
3 Mar. 1. 





Total credit extended by all Farm Credit institutions reached an all-time high 
in the year ended December 31, 1951. It surpassed the previous peak volume of 
loan closings in 1950 by 25 percent and was almost four times the volume in 1940. 
The production credit associations, the banks for cooperatives, and the Federal 
intermediate credit banks had their peak-loan closing volume in 1951 and the 
Federal land bank volume in that year was surpassed only in 1922, 1934, and 1935. 
Generally, credit extended by other lenders has followed similar upward trends 
Preliminary data indicate that total farm mortgage recordings during 1951 may 
have approached the peak of $1.8 billion in 1934 and that non-real-estate indebt- 
edness of farmers at the beginning of 1952 may be nearly 20 percent greater than 
a vear earlier. Important factors affecting these trends have been the high 
levels of farm prices and costs, and values of land and other agricultural assets. 

Farm prices were at their highest average level during 1951 and costs of farming 
reached an all-time high at the end of the year. Net farm income in 1951 of 
about $15.0 billion, while $2.3 billion more than in 1950, was less than in 1947 
and 1948 primarily because of increased farming costs. Net farm income for 
1952 is expected to approximate the 1951 figure. 

Cash expenditures for farm operation, taxes, and family living expenses, which 
tend to be claims ahead of debt service, have increased in relation to total farming 
costs. The records of 130 Minnesota farmers showed net farm income after 
deducting such expenditures to very little greater in 1950 than in 1940. Under 
such high cost conditions, a complete loss of income would dissipate the farmers’ 
‘apital nearly twice as fast as 10 years ago. 

High prices, high costs, and increased operating capital requirements have re- 
sulted in increased asset values and in rising indebtedness. Farm land values 
per acre rose 145 percent from 1940 to 1951, farm machinery 398 percent and 
livestock 241 percent. Total farmer debts also increased, but only 40 percent; 
consequently, farmer equities have become substantially greater. 

In view of the upward trends in agricultural credit, particular attention is 
being given by the lending institutions of the Farm Credit system to the pur- 
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poses of loans, and their loan policies are consistent with the voluntary credit 
restraint program followed by commercial lenders and in accordance with regula- 
tion W on consumer installment credit and regulation X on residential real estate 
credit. Also, in view of the fact that the structure of the production credit system 
does not provide for spreading the risk of production credit associations, a com- 
mittee of agricultural economists has been studying this problem and has sub- 
mitted a report which has been discussed with Farm Credit directors and produc- 
tion credit corporations’ officers. 


LENDING FUNDS AND INTEREST RATES OF FARM CREDIT INSTITUTIONS 


The Farm Credit institutions provide an effective connection between farmer- 
borrowers and the investing public, including large banking institutions in the 
financial centers. Lending operations of the system are financed principally 
from the sale of Federal farm loan bonds, Federal intermediate credit bank 
debentures, and Central Bank for Cooperatives debentures. These securities 
are not guaranteed by the Government as to either principal or interest. 

Many Farm Credit institutions were forced to increase their lending rates during 
the past year, largely because of increases in the cost of borrowed money, but also 
as a result of higher operating costs. Nine Federal land banks still maintain a 
4-percent rate but two now charge 4% percent and one 5 percent. All Federal! 
intermediate credit banks increased their rates, 10 now charge 2% percent and 2 
2% percent. Most production credit associations have increased rates—usual 
rates are now 5% to 6 percent. All banks for weer increased rates on 
commodity loans—present rates are 2% percent, 2% percent, and 3 percent. 
Rates on operating capital loans range from 3 percent to 3, percent and on facility 
loans from 4 percent to 434 percent. 


INFLUENCE OF FARM CREDIT INSTITUTIONS ON AGRICULTURAL CREDIT 


The influence of Farm Credit institutions on agricultural credit goes beyond 
their farmer-members. Although these institutions provided only 12.3 ‘percent 
of total mortgage recordings in 1950 and held only about 7.5 percent of the total 
non-real-estate debt outstanding at the beginning of 1951, their influence on 
agricultural credit is widespread. In addition to extending credit, they set stand- 
ards for interest rates, terms, and general credit service adapted to the specific 
needs of farmers and their cooperatives which are being more generally adopted 
by other lenders. 


FrepERAL INTERMEDIATE CREDIT BANKS 


(Material from the justifications follows:) 


Administrative expenses 

Appropriation act, 1952 $1, 496, 000 
Anticipated supplemental authorization for pay adjustments com- 

parable to Public Law 201 (net pay costs of $55,000, less $1,244 

savings urder authorization included in above act, representing 

estimated cost of examination of general agents’ offices to be ex- 

cluded from administrative expenses and to be included in “‘ Faci- 

lities and services furnished and examinations made by Farm 

Credit Administration,’’ beginning with 1952) + 53, 756 


Eo gL! Se eee PaG.lKh at Spectre ca at bess 1, 549, 756 
Budget estimate, 1953 1, 690, 000 


Increase +140, 244 


SUMMARY OF INCREASES, 1953 


Program + 105, 244 
For pay adjustment costs j 
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Project statement 





1952 (esti- | Increase (+) | 1953 fost. 
Project 1961 mated) or decrease (—) mated) 
|, Discounting agricultural paper for, and mak- 
ing loans to, production credit associations, 
agricultural credit corporations, commer- 
cial banks, banks for SOOm Pe Pay and 
other financing institutions $1, 435, 828 $1, 549, 756 +$140, 244 $1, 690, 000 
IIE nis Sa ceane ccna conttacesss 60, 172 |_- 
Total pay adjustment costs (55, 000} __ +88, 000) " (90, 000) 


Total available or estimate , 496, 1, 549, 756 6140, 244 one 690, 000° 
Anticipated pay adjustment supplemental_. he abatements —53, 756 


Total appropriation or estimate 


INCREASES 


(1) The increase of $140,244 is composed of the following: 

(a) Increase of $105,244 consisting of $61,961 for additional employees (prin- 
cipally in the accounting, clerical, and credit-examiner groups) to analyze the 
large volume of loans offered for discount and to handle the increasing volume of 
transactions connected therewith, and $43,283 for related essential administrative 
facilities. 

Credit extended by the banks amounted to $1,519,628,000 in 1950 and $1,923,- 
697,000 in 1951; and is expected to reach $2,135,135 000 i in 1952 and $2,312, 140,000 
in 1953. Additional personnel is needed to maintain accounts and records cur- 
rently and to disburse loan proceeds. promptly so as to be available to farmers and 
stockmen at the time needed. Moreover, the credit problems encountered by the 
banks are growing more complex. Under current conditions, substantially larger 
amounts are required to finance a given volume of production than were needed 
when costs were at lower levels. These problems are intensified by short crops 
and crop failures in various areas, due to floods, insect infestations, droughts, and 
other adversities, and uncertainties as to future prices of commodities and live- 
stock. Thus, it is increasingly important that the banks analyze loan and dis- 
count offerings carefully and thoroughly in order to protect the interests of 
investors in the debentures of the banks (for the payment of which the United 
States Government assumes no liability), to safeguard the Government’s capital 
investment in the banks, and in order that the risk of loss may be held to a mini- 
_ — denying credit to those whose financial position and ability warrant 
such credit 

(b) Increase of $35,000 to place on a full-year basis in 1953 pay adjustments 
<n to Public Law 201 which were in effect for only a part of the fiscal year 
1952. 


STATEMENT OF GEORGE M. BRENNAN, INTERMEDIATE CREDIT 
CoMMISSIONER 


GENERAL STATEMENT 


The budget estimates of the 12 Federal intermediate credit banks which are 
before the committee include a request for authority to expend out of their cor- 
porate resources the sums required to defray their administrative expenses for 
the fiscal year 1953, in the amount of $1,690,000. This amount represents an 
increase of $140,244 over the current year’s costs, an average of about $1,000 
per month per bank. The increase is to provide: 

$61,961 for 19 additional employees (an average of 144 employees per bank); 

$35,000 to put on a full-year basis cost-of-living increases which will be in 
effect during only a part of the 1952 fiscal year; 

$43,283 for higher rental, somewhat greater travel expense and other general 
operating costs, all of which we consider to be essential if the banks are 
to be operated on a sound business basis while serving the credit needs of 
eligible borrowers in financing the year’s production and marketing of 
agricultural commodities and livestock. 
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AVERAGE AGES OF OFFICERS AND OTHER KEY EMPLOYEES 


With your permission I should like to call attention to certain conditions and 
developments in the credit bank system which we, as administrators of a con- 
tinuing business organization, feel the committee would wish to know in order 
that it may have before it all elements of importance in its consideration of the 
present budget request. One development, which is not reflected in the budget 
statements but is causing us growing concern, is the age level of the present 
staffs of officers and credit examiners of the banks, which creates a serious prob- 
lem from the standpoint of providing competent and experienced management 
for the banks in future years. The average age of all present officers and credit 
examiners is over 50 years. Among the senior officers the average is 55 years, 
Many of these employees have had 20 vears or more of service with the banks 
and a considerable number are approaching retirement age. It is to be-expected 
that the number of vacancies due to death, ill health, or retirement because of 
age, will increase sharply during the next few years. This Situation suggests 
that, from a longer-range viewpoint, the banks should bring in younger men 
with executive capacity to gain the experience necessary to fill, the vacancies 
that will occur in key positions. Viewed purely from an economic standpoint, 
it seems to us that the older men, with long years of experience, represent a 
very substantial investment on the part of the banks and that one of the most 
effective ways to capitalize that investment for the future is to utilize their 
experience in the development of younger men for the work. 


GOVERNMENT'S INVESTMENT-INCREASED EXPOSURE TO RISK 


The importance of maintaining strong and capable management in these banks 
is emphasized by the extent to which the Government’s financial interest in the 
system, represented by the capital and surplus of the banks, is becoming 
increasingly exposed to risk by reason of the great increase in volume of business 
they are called unon to handle. Although they finance their lending operations 
through sales of their debentures to the investing public and by other borrowings, 
for which the United States assumes no liabilitv, any losses sustained would 
reduce to that extent the value of the stock owned by the Government. The 
increased exposure to risk is shown clearly by the ratio of debt to net worth which, 
in the fiscal year 1953, is expected to reach 8.2 to 1, compared with a ratio of about 
3.7 to 1 on June 30, 1947. With a ratio of more than twice that existing at the end 
of 1947, it is evident that the exposure to risk has more than doubled. Because 
of the level of farming costs, which are the highest ever known, and the national 
need for maximum production, there is not only an over-all demand for a large 
amount of credit but individual loans are increasing in size to the point where 
it is imperative that exceptional care be exercised in analvzing the paper and in 
keeping in close touch with the financing institutions under whose endorsement 
the loans are discounted. 

Compared with 1952 the budget for 1953 which is before the Committee 
includes about $62,000 for 19 additional employees, an average of only about 
144 employees per bank. These fall principally into the clerical and accounting 
groups, needed to enable the banks to process their Joan and discount offerings 
expeditiously and to maintain essential accounting records in connection therewith. 
While no request is being made for funds to meet in 1953 the problems faced by 
the banks as a result of the age level of their key-personnel or the greatly increased 
responsibilities incident to the increased exposure to risk involved in the present 
level of their lending operations, we feel it ineumbent upon us to keep the Cora- 
mittee informed of these developments because we believe they have an important 
bearing not only upon the current budget situation but upon the outlook for 
the future as well. 

In conclusion, as we see the situation confronting the banks and considering 
those elements of importance which prudent management of a continuing business 
must recognize, such as we have outlined above, it is our considered judgment 
that the amount budgeted for administrative expenses in 1953 is essential to 
enable the banks to earry on their functions with a reasonably satisfactory degree 
of effectiveness for the present. Accordingly, we respectfully request approval 
of the full amount of $1,690,000. 


= 
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Propuction Crepir CorPoRATION 


(Material from the justifications follows:) 


Administrative expenses 
Appropriation act, 1952__.-...--..__- $1, 358, 000 
Anticipated supplemental authorization for pay adjustments com- 
parable to Public Law 201 (net pay costs of $50,000, less $985 sav- 
ings under authorization included in above act, representing esti- 
mated cost of examination of general agents’ offices to be excluded 
from administrative expenses and to be included in ‘‘Facilities and 
services furnished and examinations made by Farm Credit Admin- 
istration,’”’ beginning with 1952) - Raden he oak eye +49, 015 
Base for 1953_ - 7 Soe ; | hg Se, Se 
Budget estimate, 1953-___- ; St en . 1, 465, 000 


Torenee......-... ere , +57, 985 


Summary of increases, 1953 


Peer... <5 «2 cur res 
For pay adjustment costs -__- 


Project statement 


1952 | Increase (+ ) | 1953 


stiennakhan | or de- 
(estimated) | crease (—) 
| { 


Project 1951 


| (estimated) 


for, and supervising production credit 
associations aa : 7 i 

Unobligated balance 

Total pay adjustment costs 


' 
$1,346,984 | $1,407,015 | +$57,985(1) | $1, 465, 000 
C3 G00 ous. Se Rit eiihhin cna ie dle eda 
{ opil [50, 000) [+15, 000], [65, 000} 
- ener + aoe _ 


j 
i 
| 
1, Organizing, providing supplemental capital | 
| 
; 


Total available or estimate Ee, 1, 358, 000 | 1, 407, 015 +57, 985 1, 465, 000 
Anticipated pay adjustment supplemental. --- ise 2+] —49, 015 | 


Total appropriation or estimate. __.......| 1, 358, 000 | 1, 358, 000 | 


INCREASES 


(1) The inerease of $57,985 is composed of the following: 

(a) An inerease of $42,985 is proposed to strengthen the supervision of the 
production credit associations. 

The 12 production credit eorporations are responsible by law and regulations 
thereunder to supervise all phases of the operations of the 500 production credit 
associations within their respective districts, including the prescription of loan 
policies, annual examination of loans, prior approval of certain classes of loans, 
approval of investments, approval of compensation of officers and employees, and 
prescription of interest rates and reserves. In 1953 these associations are expected 
to make 317,000 loans for $1,425,000,000, increases of 5 percent in number and 
7 percent in amount over 1952. The increasing loan volume adds to supervisory 
responsibilities and workload, particularly in view of the need for seeing that the 
associations observe the policies of the voluntary credit restrain program, comply 
with regulations W and X, continue to build adequate farmer-owned capital and 
reserves in relation to loan volume, and return Government capital as rapidly as 
possible, 

(b) An increase of $15,000 to place on a full-year basis in 1953 pay adjustments, 
comparable to those made under Public Law 201, which were in effect for only a 
part of 1952, 
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STaTEMENT OF A.’ FT: Escats, Propuctrion Crepit ComMISSIONER 


GENERAL STATEMENT 


This statement relates to the combined budget estimates of the 12 productiou 
credit corporations covering the 1953 authorization requested for administrative 
expenses to be paid from their corporate funds. These corporations (one in each 
Farm Credit district) provide supplemental capital and supervise the operations 
and lending policies of the 500 local production credit associations. | These 
associations make and service short-term agricultural loans through the continental 
United States and in Puerto Rico. Nearly one-half million farmers and ranchers 
are members of and own capital stock in these production credit associations. 

The budget estimates of the 12 corporations have been carefully reviewed by 
their district boards of directors and officers. In their opinion the estimates for 
1953 represent the minimum allowance for administrative expenses necessary to 
carry out the functions of the corporations. 

The 12 production credit corporations are responsible for all phases of the 
supervision of the production credit associations in their respective districts. 
This includes the formulation of broad credit and operating policies and neces- 
sary regulations, and the approval of certain association actions pursuant to law 
and delegation thereunder by the Governor of the Farm Credit Administration. 

A major task of the corporations is to help the production credit associations 
establish and follow sound loan policies in making and servicing short-term agri- 
cultural loans. The volume of credit being extended by these associations is at 
a record high, and the average size of individual loans is also steadily increasing 
in line with higher operating costs. This increase in volume is occurring when 
operating costs are pressing more tightly on income received from crop and live- 
stock operations thus reducing net farm income in general and creating more 
difficult lending conditions. This situation’ emphasizes the need for adequate 
supervision in order to cope with the greater uncertainties in extending credit. 

Farmers are being called on for increased production of food and fiber and an 
increase is expected in both the number and amount of loans for production 
purposes. At the same time speculation and unwise lending must be avoided 
through adherence to the national program of voluntary credit restraint. 

The corporations also are faced with supervisory and training problems arising 
from turnover of key association personnel; the need for identifying unfavorable 
trends and serious weaknesses in the operation of local associations and taking 
remedial action before serious problems or losses arise. They are also concerned 
with the protection of the capital investment of farmers and the Government in 
the system and continuing to encourage the return of Government capital by the 
associations. 

The corporations have numerous other responsibilities such as making credit 
examinations of each association, prescribing the amount of certain association 
reserves; regulating association investments; assisting the associations in sound 
financial planning; and approving or disapproving dividends and the compensa- 
tion of personnel. They also make periodic operating reviews and audits of the 
associations in order to insure sound operation. 

Supervision is necessarily a continuing job if associations are to perform their 
intended functions. Crop and credit conditions change from year to year. 
Credit supervision is not a routine matter but varies widely with different areas 
and types of agriculture. An important problem now faced by associations 
is to provide sound credit for needed agricultural production in the national 
emergency without contributing to inflationary tendencies. 


ADMINISTRATIVE EXPENSE ESTIMATES 


‘lhe administrative expenses of the production-credit corporations for 1953 
are estimated at $1,465,000. This is an average of $122,000 per corporation 
consisting of $88,000 for salaries, $15,400 for travel, and $18,600 for other 
expenses. 

The estimate for 1953 provides for an increase of $57,985 in the authorization 
for administrative expenses. This additional.sum is necessary to permit— 


1. Increase in total personnel force from 172 to 176 (man-years) . $21, 916 
2. To place on a full-year basis cost-of-living pay increases comparable 

to Public Law 201 which are to be in effect for only a part of the 

fiscal year 1952_____-_- : oo , ee oii 15, 000 
3. Other necessary increases in costs and facilities __ ws aii 21, 069 


Tete. 5 «2: ae ahs asin eed _ 57, 985 
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The personnel strength of the 12 corporations, as projected for 1953, is 176 
(man-years). This represents an average of 15 per corporation as compared with 
25 in 1940, and 19 in 1945. This reduction in personnel has taken place in spite 
of the. fact that loans made by the associations have increased 26 percent in 
number and more than trebled in amount since 1940; and that the need for close 
supervision of lending activities has been increased by inflationary tendencies, 
rising operating costs, and the narrowing margin of net agricultural income. 

The paid-in capital of the production-credit corporations has been reduced 
from the original $120 million, as authorized by Congress in 1933, to $39.2 million 
as of December 31, 1951, and it is expected to be further reduced to $33.7 million 
by June 30, 1953. 

The corporations utilize part of the capital funds provided by the Government 
to maintain investments in the capital stock of production-credit associations. 
These investments have been reduced from a peak of approximately $90 million 
in 1934 to less than $12 million at present and are expected to be further reduced 
to $6.9 million in 1953. Of the 500 production-credit associations, 238 have now 
repaid all Government capital and are completely owned by their farmer stock- 
holders. 

The following summary of selected items gives general information regarding 
the operation of the production-credit associations as an indication of the scope 
and significance of the supervisory job of the production-credit corporations. 


Summary of operations of production-credit system (in round numbers) 


Year ended, or as of, 
ec, 31— 


Item 
1945 


Number of production-credit associations -___- 511 


500 


Number of stockholders : de 
eT i la wuidienedaensectons 


Amount of loans made.. 
Maximum balance of loans outstanding during year 


Capital stock owned by members... 
Total accumulated earnings 


Total accumulated earnings plus member-owned stock siti 
Class A stock owned by production-credit corporations__...._......_. ; 


Total net worth 


Number of production-credit associations completely member-owned 


364, 000 | 
214, 000 


| $516, 116, 000 


269, 734, 000 | 


34, 922, 000 


i | 32, 973 000 


_| 67, 895. 000 
..| 55, 355, 000 


| 123, 250, 000 


2 


Number of other production-credit associations in which member-owned | 
capital plus accumulated earnings represent 75 percent or more of total net 


472, 000 
284, 000 


7 SSS SSS 


\$1, 320. 397, 000 
698, m1, 000 


| 82, 911, 000 

72, 421, 000 
"155, 332, 000 
j 11, 371, 000 
—~— 


| _ 166, 703, 000 





} 





OFFICE OF THE SOLICITOR 


(Material from the justifications follows:) 


Salaries and expenses 
Appropriation act, 1952 
Anticipated pay- -adjustment supplemental - - - -_-_-- 
Transfers from other accounts (shown in detail in n “Proje 
ment,”’ below) 


Base for 1953 - - _- 
Budget estimate, 1953: 
Direct appropriation 
Transfers from— 
“Flood control, Department of Agriculture” 
‘‘Administrative expensés, Commodity Credit 
Corporation, Department of Agriculture” _ - 


$2, 


Total available, 1953 


Decrease (partial absorption of pay adjustment 


ct " state- 
356, 000 

18, 460 
206, 840 


costs) _ - 


$2, 200, 000 
172, 000 


224, 800 


2, 596, 800 


4, 581, 300 


— 


— 15, 500 
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Project statement 


i. Agricultural credit 
2. Commodity Credit, production and adjustment 
I re erat Ae Oe TE ee eee ee an Se a a 429, 252 —1, 100 
3. Lands, forestry, research and general legal services. _- 471, 713 467, 610 —3, 000 
4, Marketing and regulatory laws 390, 374 403, 050 —2, 750 
5. Rural electrification and telephone programs 513, 040 510, 950 —3,450 
a nd nnn endiog DR WOT. Gevno inn cba ice ae sk taeda 
Total pay-adjustment costs (200, 900) [+3, 900] (204, 800) 


FI i a 2, 661, 100 —15, 500 | 2, 581, 300 
Transferred to ‘‘ Expenses of defense production”’.__-_-_- +20, 000 {.........-- . er. 
Received by transfer from— 
“*Flood control, Department of Agriculture’ 
‘*Administrative expenses, Commodity Credit 
Corporation, Department of Agriculture” 


. 2, 474, 100 
Reduction pursuant to sec. 1214 +88, 400 
Anticipated pay-adjustment supplemental. ._........._|_-...--.-. : 


Sstigigis—nienal praeeiiepie inane 
Total appropriation or estimate - - - 2, 562,500 | 2, 200, 000 


STATEMENT OF W. Carroui Hunter, SOLICITOR 


The Office of the Solicitor performs all of the legal work arising from the activ- 
ities of the Department. Its workload is represented by requests for legal 
assistance from the Secretary, his staff, and the officials or employees of the pro- 
gram agencies of the Department and by litigation arising from program activities. 
I should like to emphasize the fact that legal services incident to many agricul- 
tural programs do not necessarily increase or decrease in direct proportion to the 
funds made available for the conduct of these programs or the size of such 
programs. 

The 1953 budget estimates propose a direct appropriation of $2,356,000 and 
is based on the assumption that only the minimum acceptable standard of legal 
service would be provided in 1953. This estimate would permit the utilization 
of 216 attorneys and 240 nonprofessional employees or a total of 456. At the 
present time the number of persons on the payroll of the Office of the Solicitor 
is substantially lower than it has been at any time during the last 15 years. The 
average employment in the Solicitor’s Office for the 5-year period of 1948-52 is 
476; the average for the 5-year period 1943-47 is 573; and for the 5-year period 
1938-42 it is 954. This reduction in the staff of the Office of the Solicitor has 
taken place even though there has been an increase in the requests for legal 
assistance as a result of the enactment of legislation providing for such new 
activities as the rural telephone, rural housing, and insured mortgage programs. 
This reduction in our staff has resulted in the curtailment of legal work in areas 
where the curtailment is undesirable. As a matter of fact we have gone so far 
only recently as to request the Administrator of the Rural Electrification Admin- 
istration to take certain risk on titles rather than to rely on examinations by 
attorneys of this office. Frequently the administrator has taken certificates in 
respect of certain tracts of land in lieu of examinations by our attorneys because 
we have been unable to provide the necessary personnel to do the work. 

In certain areas there has been a marked increase in the volume of legal work 
referred to this office. 


MARKETING AND REGULATORY LAWS 


One area in which we have experienced a marked increase is in connection with 
the marketing orders the Department issues under the Agricultural Marketing 
Agreement Act of 1937. The 46 hearings on amendments to existing marketing 
order programs held during the fiscal vear which ended on June 30, 1951, represents 
an increase of one-third over the number of such hearings held during.the preceding 
fiscal year. Six new orders were made effective and one order was terminatea 
resulting in 71 active programs at the close of the last fiscal year. Court actions 
involving these programs numbered 69 and grade, size, volume and other regula- 
tions increased from 263 to 321. 





AGRICULTURAL APPROPRIATIONS, 1953 607 


Reparation proceedings were completed and decisions were rendered in 219 
cases under the Perishable Agricultural Commodities Act during the fiscal year 
1951, an increase of 13 percent over the preceding fiscal year. 

Last year 119 disciplinary and reparation administrative proceedings under the 
Packers and Stockyards Act were instituted in addition to the 36 proceedings 
pending on July 1, 1950. This represents a 48-percent increase in the number of 
eases handled during the preceding fiscal year. 


COMMODITY CREDIT ACTIVITIES 


The legal work arising out of the activities of the Commodity Credit Corpora- 
tion has been increasing each year. At the close of last fiscal year there were 
approximately 700 complicated cases which had been prepared by our office for 
court action and referred to the Department of Justice. Most of them are now 
pending in the courts. The amount involved in the civil cases is approximately 
$18,000,000. .In addition we have also the recent warehouse conversion cases 
which involve an extremely heavy litigation load, both civil and criminal. At the 
present time there is a large backlog of cases in our office to which we have been 
unable to give attention. In an attempt to liquidate this backlog, it has been 
necessary recently to transfer and detail several of our attorneys from other work. 


CROP INSURANCE 


The legal work in matters relating to crop insurance increased during the fiscal 
year 1951 by reason of the increase in the number of counties in which crop in- 
surance was Offered under the 1951 crop-insurance program as compared with the 
1950 crop program. The 1953 budget estimates propose an increase for adminis- 
trative funds to administer the Federal crop-insurance program during the next 
fiscal year. This will mean additional work for the Office of the Solicitor in con- 
nection with the drafting of regulations and contracts and the handling of a 
substantially larger number of claims for indemnities under the expanded pro- 
gram. 

RURAL TELEPHONE 


The rural telephone program has presented legal complexities beyond those 
which had been previously encountered or anticipated. There ® almost infinite 
variety among States as to enabling statutes and commission jurisdiction require- 
ments. There are indications that the various commissions of the country are 
not wholly familiar with the requirements of the REA rural telephone program 
and have raised many questions with respect to such requirements. It is believed 
that this perhaps contributes to the fact that many borrowers are finding their 
projects delayed because of failure to secure necessary commission approval. 
Moreover each loan application presents a unique problem from the applicant’s 
organizational and security status and must be handled individually. Similarly, 
the preparation of the necessary legal documents, such as loan and security 
documents, is complicated by the fact that in most cases these must be tailored 
to the individual case. Generally, the findings legally required of the Adminis- 
trator of the Rural Electrification Administration in the telephone program are 
more complex and require considerably more legal attention than are required 
in the electrification program. 


Orrice oF ForEIGN AGRICULTURAL RELATIONS 


(Material from the justifications follows:) 


Salaries and expenses 
Appropriation act, 1952 $575, 000 
Anticipated pay adjustment supplemental 40, 000 


615, 000 
750, 000 


i eae a bi PR gh A Re alae Fy De Tg Ee ge lie Snel RR a + 135, 000 
SUMMARY OF INCREASES, 1953 


To meet the demand for up-to-date information concerning agricul- 
tural conditions in foreign areas and to analyze the effect of trade 
_ barriers or other restrictions upon American agriculture +70, 880 
lo meet responsibilities brought about by the rapid growth of Ameri- 
can interest in foreign agriculture and to analyze and report on 
commodity problems arising from the international situation +64, 120 


96708—52——39 
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Project statement 


1952 (esti- Increase or 1953 (esti. 
Project 1051 mated) decrease mated) 


1. International agricultural trade and policies. $316, 839 $344, 120 | +$70, 880(1) $415, 000 

2. Foreign crops and livestock investigations. _- 280, 482 270,880 | +64, 120(2) 335, 000 

Unobligated balance. -...........-.-. Same adieate 

Total pay adjustment costs --.........-...---- (42, 650] (54, 449) 
Total available or estimate 615, 000 +135, 000 750, 000 

Anticipated pay adjustment supplemental —40, 000 f 


Total appropriation or estimate... ____-- 575, 000 





(1) An increase of $70,880 to meet demand for up-to-date information eon- 
cerning agricultural conditions in foreign areas and to analyze the effect of trade 
barriers or other restrictions upon American agriculture. 

Need for increase.—The unstable conditions in international affairs have 
created a considerable increase in the demand for intelligence and analyses 
regarding agricultural conditions, developments, and prospects in foreign coun- 
tries. The Office has been unable to meet requests regarding these subjects 
which have a bearing upon (1) appraisals of general agricultural conditions jy 
other countries, (2) the demand for and competition of foreign agricultural com- 
modities with American farm products, and (3) possibilities of expanding produc- 
tion of critical agricultural commodities needed from abroad. Current work is 
not on a broad enough scale to provide for the collection of comprehensive data 
and for the intensive analysis of such material which is essential to enable the 
Office to answer these urgent inquiries with competence and dispatch. Careful 
scrutiny of the accessible material and conscientious analysis of data regarding 
food and agriculture, as well as of general economic trends and policies, are 
urgently required. Such work alone can make possible the continuance and 
intensification of a badly needed service for American agriculture which continues 
to be interested in foreign markets and foreign competition. This service with 
respect to the situation in food and agriculture abroad is also required for the 
information of agencies charged with the conduct of general United States policy 
and the safeguarding of the country’s military security, and to enable the Office 
to furnish adequate data and personnel for active participation in the field of 
international representation. 

Specifically, increased work is needed in the following fields: 

Western Europe.—In order to enable the Department to effectively plan and 
carry out its activities, it is essential that the Office of Foreign Agricultural 
Relations keep up to date on the basic information on agricultural production 
and trade of this area. In addition, many of the Western European countries 
have colonies in Africa which are being developed to make these countries less 
dependent upon foreign trade and agricultural products. These developments 
must be followed te determine how they may affect the demand for American 
agricultural products. 

Middle East.—In view of the present state of unrest in this area, it is essential 
to follow conditions affecting agriculture in these countries much more closely 
than it has been possible to do in the past. Current information on Government 
policies affecting land development, land tenure, and trade relations need to be 
developed. As the economy of these countries improve, critical appraisals are 
needed to see how the agricultural development increases competition with tne 
American agricultural products. 

Far East.—This area is a principal supplier of many strategic materials such as 
rubber, coarse fibers, vegetable oils, and many other specialty crops. It is im- 
portant that the results of the point 4 program which is developing rapidly be 
observed and appraised for the purpose of determining the most logical areas for 
expanding the production of strategic materials needed by the United States. 

British Empire.—Insufficient information has been developed for the areas 
which are our greatest customers and at the same time our greatest competitors. 
The Office has been unable to follow and analyze the agricultural activities in 
Central Africa to appraise the significance of economic developments there and 
the programs for expansicn such as the British Peanut Scheme and the agricultural! 
development of Rhodesia. It is essential that the Department obtain and analyze 
detailed information on the agricultural production and trade possibilities for 
African areas. The trade of the British Commonwealth countries, Canada, 
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Southern Africa, Australia and New Zealand need to be studied and analyzed. 
With the increased activities under international agreements, such as the inter- 
national wheat agreement and the wool-study group, considerably more time must 
be spent in following the agricultural activities in these areas and in conferences 
discussing world-trade problems with representatives of those countries. 

Latin America.—Through the loan of attachés from the State Department and 
personnel from other agencies the Office has been able to meet only the bare 
minimum needs for economic information from this area. This Office should 
analyze the material sent in by the attachés and provide the necessary informa- 
tion to agencies depending upon Office of Foreign Agricultural Relations for 
economic information. 

Trade policy—The large volume of reports which under present conditions 
can only receive passing consideration contain material which could be of great 
value not only to members of the Department but to farmers. The Foreign 
Trade Policy Advisory Committee especially recommended wide dissemination 
of information relating to trade and financial policy developments in foreign 
countries. It is proposed to implement the committee’s recommendation by 
providing for analysis of the reports and disseminating information of value. 

Plan of work.—The proposed increase would be used to intensify and extend 
the collection, analysis, and dissemination of information and data on agricultural, 
financial, and trade policies, in the areas described above by increasing the staff 
of regional analysts. 

(2) An increase of $64,120 to meet responsibilities brought about by the rapid 
growth of American interest in foreign agriculture and to analyze and report on 
commodity problems arising from the international situation, 

Need for increase.—In view of the uncertainties prevailing in international, 
political, and economic relations, many problems continue to arise with respect 
to major United States agricultural export commodities. Changes in inter- 
national economic programs intensify the need for information on foreign-market 
demands and the competition that arises from other countries, thereby affecting 
the agricultural trade position of the United States. Day-to-day developments 
as well as underlying trends must be carefully studied in order that no opportuni- 
ties may be overlooked in safeguarding exports of cotton and grains, and other 
agricultural products. This increase is required to enable the Office to analyze 
and report upon the problems arising from the international situation. 

Specifically, increases are needed in the following fields: 

(rains. —European livestock industry has practically returned to a prewar 
level. At that time coarse grain supplies came largely from the Danube Basin 
and the Argentine. In the last few years the United States has largely replaced 
other sources. The extent to which the United States may be called upon to 
supply large quantities of coarse grains to these countries needs to be determined 
so that the Department’s production program may take full account of this 
potential market. The work on rice, the production of which has nearly doubled 
in recent years, should be intensified. Producers and millers follow the foreign 
situation closely and they need to be supplied with more information than is now 
possible. 

Cotton and other fiber crops.—The short 1950-51 world cotton crop coupled with 
sustained demand for cotton drove foreign cotton prices to new record heights 
and undoubtedly stimulated production of competing fibers such as synthetic 
rayon, nylon, ete., and led to plans for further expansion. An appraisal of this 
expansion must be made and reported to American producers as to what the 
probable effect will be on the world market for American cotton. Also additional 
information on supply and consumption needs to be developed on jute, abacd, 
and sisal, which are important cost items in farm production. 

Fats and oils —Fragmentary reports from abroad indicate that soybeans are 
moving from China in considerable quantities and are an important source of 
exchange. The underlying facts of this movement, the ultimate destinations, 
means of financing, the goods exchanged, etc., to determine its full extent and 
permanency require study. 

Livestock and wool.—With the intense consumer interest in meat, it is important 
that full information on foreign supplies be available in the Department of 
Agriculture. A study should be made of the changing livestock production and 
marketing pattern in Mexico resulting from the United States quarantine against 
foot-and-mouth disease, and an appraisal made of the probable extent to which 
the former movement of feeder cattle to the United States will be restored at 
such time as the quarantine is lifted. 
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Fruits and vegetables—The United States is an important producer of certain 
field seeds, surpluses of which are exported in considerable quantities. Of other 
field seeds, the United States is an important consumer and importer. More 
attention needs to be given to these commodities as increased interest is shown by 
farmers in foreign varieties. 

Plan of work.—It is planned to strengthen and intensify the analytical studies 
and distribute more complete and positive information on agricultural products 
to meet the specific needs outlined above. 


STATEMENT oF Francis Fioop, Drrecror, Orrice or Forricn 
AGRICULTURAL RELATIONS 


The basis for the request of this Office for an increase in our appropriation this 
vear is a very simple one. The United States Government’s responsibility jn 
foreign affairs has greatly increased in recent years. A much larger share of our 
whole national effort, and of our whole national budget, is in international prob- 
lems now than formerly. There is no need to expand or elaborate here that simple 
fact. Asa result every Government agenev which has to do with foreign affairs 
has a greatly increased job todav. Since OFAR is the foreign arm of American 
agriculture, the agency in the USDA which has to do with international affairs, 
the job of OFAR has increased greatly in recent vears. The responsibilities and 
workload of OFAR have increased in step with the growing responsibility of the 
United States in world affairs. That increase in OFAR’s job in recent years has 
been very great. 

It seems apparent, then, that the annual budget of this Office should show some 
increase. It has been surprising to me, on my returning to this Office after g 
5-vear absence, to notice two things: First, the extent to which the duties of the 
Office have so greatly increased and, second, the fact that there has been little or 
no increase in its budget. 

For example, 5 vears ago, the Office handled annually about 40,000 cables and 
reports from abroad and this year about 50,000, or an increase of about 25 percent. 
Then, our foreign trade in farm products was about $5 billion and this year about 
$8.5 billion. Then the Office handled annually 937 foreign agricultural visitors 
and trainees from other countries, and this year the rate is about 3,500. Five 
years ago the Office was not carrying out any RMA projects; this year, about 
$127,400 of RMA work. Five years ago our technical-assistance work (which 
can be called our pre-point-4 work) ran at an annual rate of $872,000, while this 
year’s expenses for participation in point-4 work is over $4 million. The work of 
this Office in handling the Secretary of Agriculture’s responsibility for United 
States participation in FAO has more than trebled in the last 5 years. Then we 
had trade agreements with 28 countries and now with 48 countries, and the 
handling of these negotiations to protect the interests of the American farmers 
takes a great deal more of the time and resources of this Office than before. 

It is surprising, then, that the OFAR budget for fiscal 1952 is $615,000 (inelud- 
ing the $40,000 pay-act supplement) while 5 vears ago it was $722,000. The 
following shows the appropriations in recent years for this Office, during the period 
when the foreign responsibilities of the United States Government and all its 
international agencies have so greatly increased. 


SOR A gg sera bil ott elit ie a thee t os i Beek St ee ae ee $595, 533 
IE ira a wise wee eee eee Od cs a etter eaten oan Dele 722, 634 
CR fies ici an atieb ees anes bcos. eeleeicind: ast afar S ee 519, 331 
BO nad ai ated cick alae Ree aids (8 Sig ect Sid em hee dl oes 8 ee 552, 666 
RO Se iis ere Ski bi whee ee Ri. Gl Oh ed Rd db ae Bi oe ebaliee 587, 900 
OT ii a i eta lc a lh A i i ee tr ek ae 600, 000 


3052 tombimated) asic. cticsud accent ddos aa aetis ee ales 615, 000 


It is interesting to note that the personnel of this Office 5 vears ago was on the 
basis of 167 man-years, while this year it was on the basis of 110 man-vears. This 
is a considerable decrease in staff at a time when, as mentioned above, the re- 
sponsibilities of all United States international agencies have so greatly increased. 

It was because of this fact of an increasing workload and responsibility that the 
Secretary of Agriculture made a special appearance before the Burcau of the 
Budget on behalf of an increased budget for this Office this vear, and the Burea 
approved the increase to the $750,000 that has been requested. 

The above is the basis, in principle, for the request for an increase in the budget 
of this Office. That principle, in summary, is that the workload and the responsi- 
hility of the foreign arm of American agriculture, which is OFAR, has greatly 
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increased in recent years and continues to increase, while the budget of the Office 
has remained fairly static. 

The specific needs for an increased appropriation for this year support the 
general principle outlined above. 

As new problems have arisen in recent years, which were so critical that they 
needed the attention of this Office in Asia, Middle East, Korea, Yugoslavia, the 
Office was able to meet those responsibilities only by retreating in other fields. 
As our jobs and responsibilities have increased while our staff has been decreasing, 
we have had to spread out so thin we are bare in some spots. 

The Office has had to neglect, to some extent, some of the basic background 
work which furnishes the reservoir on which we have to draw for special jobs. We 
have not been able to follow foreign crop conditions as closely as we should. We 
have not been able to meet fully the needs to serve American agriculture in the 
field of foreign market and trade problems. We have not been able to make the 
studies, and judge in advance as we would like to do, the impact of some of the 
important developments in foreign countries which have an impact on our farmers 
here in the United States. An example is the recent very important shift in Ar- 
gentina’s grain production. Another illustration is the need now to make a study 
of the effect on our livestock industry of the prospective opening of the Mexican 
border to Mexican cattle and meat products. 

Things are happening fast in foreign agriculture whicao are of great importance 
to American farmers. It is the duty of this Office to follow these things closely, 
to analyze them, and then to inform American agriculture about them. In the 
last 5 vears our wheat exports have been several times waat thev were before. 
Argentina’s grain exports have gone away down for various reasons, but that situa- 
tion could be reversed quickly. The world soybean trade has also changed greatly 
in recent years. The former heavy trade from China has all but disappeared. 
What effect will that continued change have on our soybean production which has 
been increasing during these same years? 

There are many special problems always arising in fruits and vegetables, fats 
and oils, rice and tobacco, and we have not always been able to meet these prob- 
lems to the best interests of American agriculture. These problems will continue 
to increase. 

OFAR has two general jobs. First, there is the responsibility of watcning and 
promoting foreign markets for our farmers and following the rapid changes among 
our competitors. That job has never been bigger than it is today. 

Second, there is the job we have of acting as the total foreign agricultural arm 
of the United States Government. 

Our 1952 production goals call for the biggest production ever—about 49 
percent above prewar. ‘The foreign demand plays an important part in these 
goals, both in the case of our regular customers we have always had, and also in the 
case of emergency needs which may develop—such as in India and Yugoslavia 
recently. The value of our total agricultural exports has greatly increased in 
recent years both in value and quantity. 

One of the reasons why the task of this Office has increased in respect of protect- 
ing the interest of American farmers in world markets is the increase in trade 
restrictions. The growth of Government control over trade has added greatly 
to the work of the Office. There are quotas, currency controls, licensing, State 
trading, and a whole list of complications which make the old-fashioned system of 
tariffs seem simple. These restrictions change every day, but this Office has to 
give our agricultural industry this day-to-day information. 

The second of the two jobs mentioned above is acting as the total foreign 
agricultural intelligence arm of the Government. Because the United States 
Government has moved into an all-out effort to stop communism and protect our 
security through various foreign programs, many United States agencies need a 
great deal of basic information about the agriculture of various foreign countries. 
Among the agencies which need information on food and agriculture in various 
countries include the military, the point-4 ‘people, Voice of America, Munitions 
Board, Export-Import Bank, and MSA. 

The most economical way to supply this information to these agencies is for 
one well-qualified agency to get it and give it to them. That is the chore of 
OFAR and that is the increasing job this Office carries out. That responsibility 
has greatly increased in recent years while our budget and staff have remained 
static. 

The Office needs the increased appropriation that has been requested specifically, 
to meet some immediate needs in both general categories of our work. In our 
foreign agricultural trade-policy work, the Office needs at least 6 more professional 





612 AGRICULTURAL APPROPRIATIONS, 1953 


people and 6 more clerks. These would be engaged in foreign agricultural trade 
and = work in connection with our foreign-trade studies. They would carry 
on the studies of Eastern European, far-eastern, middle-eastern, southeast Asig 
and British Empire problems. : 

We also need additional people to work on specific commodity problems in- 
cluding rice, feedgrains, vegetable fibers, livestock, fruit and vegetables, and 
tobacco. The Office is already short-handed and does not have adequate staff 
assigned to these specific commodities. The interests of American agricu!ture 
require that our work on these commodities be made more complete. 

In conclusion, both in general and specifically, there appears to be a need for 
more funds for this Office so that it can continue to serve American agriculture. 


OFFICE OF THE SECRETARY 
(Material from the justifications follows:) 


Salaries and expenses 
Appropriation Act, 1952 $2, 025, 000 
Anticipated pay adjustment supplemental 160, 000 
Transfers from other appropriations (as shown in detail on next 
108, 040 


Base for 1953 2, 293, 040 
Budget estimate, 1953: 
irect appropriation 
Transfers, 1953, from other appropriations (as 
shown in detail on next page) 


Total available, 1953 2, 469, 280 


UNI aa ee aiid 2 a lS adhe an eed eae een ed anes salar dal +176, 240 


SUMMARY OF INCREASES AND DECREASES, 1953 


For a central management staff, as recommended by the Hoover 

Commission, to undertake investigations and provide leadership 

in the Department in the improvement of organization, procedures, 

and general management +41, 060 
For more effective liaison between the Department and the com- 

missioners and secretaries of agriculture of the several States_... +18, 185 
For additional assistance in the coordination and direction of Depart- 

NN NI 6s vo. sbe Si nh 5.0 ab Bs bles Ss HG ei oe ies ae a ok +14, 115 
For the reestablishment of the Divisions of Training and Personnel 

Relations and Safety +78, 400 
To provide more effective over-all assistance and necessary leader- 

ship in the Department in developing, establishing, and main- 

taining improved fiscal and accounting systems and procedures, and 

to strengthen the budgetary and financial reporting activities _- -__ +45, 050 
For more adequately staffing the Department’s records adminis- 

tration program, the Secretary’s records section, the central 

departmental telephone switchboard, and the Department’s post 

NI ee ie oe ee Ee a ee ee ne ree cule ee ee oe +18, 765 
Decrease due to partial absorption of pay adjustment costs — 39, 335 
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Project statement 


Increase or decrease 


1952 (esti- 1953 (esti- 
Project mated) Pay adjust- mated) 
ment ab- 
sorptions 


1 General administration ____. $490, 589 $521, 199 —$6, 503 b $588, 056 
. Personnel administration and service_ 556, 696 536, 442 —13, 365 7 601, 477 
. Budgetary and financial administration 
and service. - - - Soxtima 639, 550 695, 621 —10, 882 . 729, 789 
4, General operations. - - sobieu 449, 756 472, 536 —7, 67% , 76 483, 628 
5 Office of hearing examiners. .._- ee 60, 408 67, 242 —912 |..-- 66, 330 
Unobligated balance._-___- ; Seek §8, 165 |...-- aa ; i 
Total pay adjustment cost... : Be PEE ninasan [+12 947)) (184, 659) 
Total available or estimate. ___ ; 2, 255, 164 | 2, 293, 040 —39, 335 +215, 575 | 2, 469, 280 
Transferred from: 
“Administrative expenses, Commod- 
ity Credit Corporation” ............ — 84, 280 —83, 447 —833 —84, 280 
“Flood control, agriculture’’ on — 25, 000 | — 24, 593 ae seleacae —407 — 25, 000 
Subtotal... 2 145, 884 2, 185, 000 —39, 335 +214, 335 | 2, 360, 000 
Transfer in 1952 estimates from ‘Salaries 
and expenses, Office of Administrator, 
Agricultural Research Administration” —9, 184 
Reduction pursuant to sec, 1214___. 
Anticipated pay adjustment supplemental. 





Total appropriation or estimate 2. 161, 300 2, 025, 000 





INCREASES AND DECREASES 


(1) General administration: An increase of $73,360 under project 1, composed 
of: 

(a) Increase of $41,060 to provide for a central management staff. 

Need for increase.—The estimates propose a central management staff to plan 
and supervise investigations and provide leadership in the improvement. of 
organization, procedures, and general management in the Department. The 
establishment of such a staff was recommended by the Hoover Commission. 

The complex and widespread operations of the Department require constant 
reexamination and review. The improvement of management and the attain- 
ment of greater economy and efficiency throughout the Department will be the 
primary function of this staff. This will involve the establishment of standards 
of good management, review of agency operations to see that these standards are 
met, and surveys and investigations of problem areas to determine where im- 
provements in organization, coordination, planning, control, procedures, and 
other areas of general management can be made. The work of the staff will 
frequently be carried out through task forces having representation from Depart- 
ment agencies, as well as in close cooperation with the administrative staff offices. 

(b) Inerease of $18,185 for liaison with the Department of Agriculture of the 
several States. 

Need for increase-——The Secretary of Agriculture has been urged by farm 
leaders and groups, as well as by State agricultural officials, to provide a focal 
area in the Department where problems arising in connection with the many 
agricultural programs carried on in cooperation with State Departments of 
Agriculture and other matters of concern to these Departments can be dealt with 
promptly and authoritatively. Although responsibility in the Department of 
Agriculture for such liaison between the States and the Department lies in the 
Office of the Secretary, the Secretary obviously can devote only a minor portion 
of his time to discussions with State agricultural officials. His present staff is 
inadequate in size to give full time and attention to these important matters. 

The proposed increase would provide for an assistant to the Secretary, who 
would serve as liaison between the Department and the State commissioners, 
secretaries, and directors of agriculture, with authority to represent the Secretary 
in the Department’s relations with the States in matters relating to agriculture. 
The increase would also provide for necessary secretarial assistance and miscel- 
laneous expenses. 

(c) Inerease of $14,115 for administrative assistance in the coordination and 
direction of the Department programs. 
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Need for increase.—The services of an additional administrative officer and 
necessary clerical assistance is urgently needed to provide staff for the grassland 
program, and to assist special committees established in connection with this 
subject and other important special activities. 

The steering committee of the grassland program, sponsored jointly by the 
Department of Agriculture and the land-grant colleges, has upon two occasions 
recommended the full-time assignment of a man to aid in coordination of the 
program and maintain liaison with the States in connection with it. This steering 
committee is composed of four State experiment station directors, four State 
extension directors, and four representatives of this Department. The Nationa! 
Grasslands Advisory Committee of 18 members, representing more than 60 
national organizations and scientific societies, also reeommended that the Depart- 
ment provide a full-time man to act as liaison with industry groups. With the 
personnel now available it has not been possible to comply with these recommenda- 
tions. 

The proposed increase would provide for a specialist to assist in the grassland 
program and in carrying out difficult and important assignments involving con- 
ferences with bureau heads and others in the Department, State representatives 
and representatives of national organizations. The improvement of the Nation's 
1,000,000,000 acres of pasture, hay, and range land offers one of our greatest 
opportunities for increasing food production, particularly of beef and milk, whic! 
are in short supply. “The increase would also provide for necessary secretarial! 
assistance and miscellaneous expenses. 

(2) Personnel administration and service: An increase of $78,400 for the 
reestablishment of the Divisions of Training and Personnel Relations and Safety 
under project 2: 

Need jor increase.—The funds available in the direct appropriation for the 
Office of the Secretary for the 1952 fiscal year (excluding pay adjustment costs 
were $120,884 less than fiscal year 1951, and $166,250 below the 1952 estimates. 

In applying the reduction to the staff offices, it caused the elimination of 
essential functions and the serious impairment of other functions which the Office 
of Personnel had been carrying out with a small staff. 

There was abolished in the Office of Personnel the Division of Training and 
the Division of Personnel Relations and Safety, with a combined staff of 14. 
In an attempt to maintain some control over the important functions of training 
personnel relations, performance ratings and requirements, grievance and appeals 
policies, and safety, there was created a new Division called Employee Performance 
and Development and staffed with four employees who have been attempting at 
least to keep in touch with the policy developments throughout the Government 
in these fields. 

This reduction and subsequent change in the organizational structure of the 
Office of Personnel has resulted in the elimination of specific functions and projects 
and drastic reductions in the assistance and leadership in these phases of personnel 
management. 

The establishment of the Division of Employee Performance and Development 
and the elimination of the Division of Training and the Division of Personnel 
Relations and Safety enabled the Office of Personnel to absorb $56,000 of the 
reduction imposed. In addition, positions and services in other phases of personne! 
management were eliminated in order to absorb the cut that was imposed. 

The Division of Classification eliminated the studies it has been pursuing looking 
toward an analysis of the different wage rates adopted by the various wage boards 
throughout the Department. 

The Office has curtailed its examination activities at the very time that Civil 
Service Commission is extending the scope of its delegation to the Department in 
this field. 

With the reductions of employees which have resulted in our staff offices, it has 
become increasingly difficult, and in fact is now impossible, to render the necessars 
leadership and assistance, particularly to the smaller agencies of the Department, 
in the various aspects of good management. It has increased the difficulty of 
reviewing the management activities of the different agencies of the Department. 
The Office of Personnel for some years has been attempting to review personnel 
operations in the agencies by utilizing the small staff which each of their divisions 
has had. With the reductions made in the 1952 budget, the task of reviewing the 
personnel management programs of the different agencies has become more much 
difficult. 

At a time when the Congress, the President, the Budget Bureau and the Civi 
Service Commission have been emphasizing the fact that departments and 
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agencies of the Government should be stressing and intensifying conservation and 
utilization of personnel, we have found it more difficult for the Department to 
accomplish, because of continued reductions in appropriations, the expressed 
objectives of the agencies mentioned. 

Agencies of the Department of Agriculture, speaking through their personnel 
officers and program operations heads, have just made over 100 recommendations 
to the Director of Personnel of this Department having relationship to better 
personnel management and more economical utilization of manpower. These 
proposals ask for guidance, leadership, and help for the agencies which they have 
every right to expect but much of which can’t be given unless the additional funds 
requested are made available. 

The following listing represents essential functions and activities that have 
been eliminated: 

1. Planning and conducting training of administrative officers who have shown 
potential leadership abilities. 

2. Participation on interdepartmental committee working with Civil Service 
Commission on junior and senior intern and executive development intern program, 
} 3. Planning and conducting conference management training and distribution 
of material on conference leadership. 

4. Preparation and distribution of aids and materials for self-improvement of 
stenographers (including secretaries), typists,and clerks. This training includes 
practice dictation, specially prepared vocabulary lists, use of typewriter, and 
improved clerical methods. 

5. Compilation and distribution of materials designed to improve dictation 
practices of employees who utilize stenographer services. 

6. Departmental orientation training meetings and the development of special 
orientation aid such as films, movies, and other materials. 

7. Discontinue regular planned meetings with agency training officers to keep 
abreast of program developments, aid in solving mutual training problems, and 
to plan for future training requirements. 

8. Public speaking training to better equip employees for publie contact work. 

9, Training to improve readability of writing through simplification of words 
and composition. 

10. Safety inspection of departmental and field operations. 

11. Safetv consulting services. 

12. Safety aspects of first-aid programs. 

13. Maintenance of central accident reporting system and analyses of causes 
of serious and fatal accidents. 

14. Review of Department publications from a safety viewpoint. 

15. Review of specifications of equipment to see that safety provisions, includ- 
ing devices, are adequate. 

16. Assistance to the fair employment officer in the operation of the Depart- 
ment’s fair employment program. 

The handling of employee grievances and appeals and the training of supervisors 
and other training activities have been an important part of personnel conserva- 
tion and utilization, in the maintenance of high morale among the employees and 
for the development of future administrators. The safety program, while mate- 
rially reducing compensatory payments and expenses to the Government, also 
prevented many serious injuries and physical impairments to employees. 

The increase of $78,400 would permit the Office of Personnel to reestablish the 
Divisions of Training and Personnel Relations and Safety and to carry out the 
functions which were eliminated or substantially reduced in fiscal year 1952 at 
about the same level as in fiscal year 1951. 

(3) Budgetary and financial administration and service: An increase of $45,050, 
under project 3, to provide more effective over-all assistance and necessary leader- 
ship in the Department in developing, establishing, and maintaining improved 
fiscal and accounting systems and procedures, and to strengthen the budgetary 
and financial reporting activities. 

Need for increase.—The Budget and Accounting Procedures Act of 1950, Public 
Law 784, Eighty-first Congress, sets forth a declaration of policy which embraced 
the objectives previously published as those of the “joint accounting program.” 
Section 113 of ths act placed specific responsibility for the establishment and 
maintenance of accounting systems and internal controls on the head of ench of 
the executive agencies. Senate Report 2031, states: 

“The intent and purpose of section 113 is to place upon the head of each erecu- 
tive agency for the first time the clear responsibility for the establishment and main- 
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tenance of an adequate and complete accounting system. It is not intended that 
the Comptroller nua normally shall be compelled to prescribe the details of 
each system but the system developed by the agencies must conform to the 
principles, standards, and related requirements prescribed by him.”’ 

The Office of Budget and Finance had maintained a limited staff of accountants 
prior to the initiation of the joint accounting program, but it was readily ap. 
parent that it would be necessary to strengthen its systems development staf 
to adequately meet its reponsibilities under this program and under Public Law 
784. To this end, and after careful study and analysis, certain central-contro!| 
accounts, which had been maintained for many years at the departmental level. 
were eliminated. The savings thus effected have been redirected toward deter. 
mining the adequacy and accuracy of agency accounting systems and procediires 
and assisting agencies in the development and installation of modern accounting 
systems and practices. With the limited staff available during the past fey 
vears, the office has been able to effect a number of improvements and savings. 
Pilot installations were placed in operation in several of the agencies to test ney 
fiscal procedures; new systems have been developed and installed in severg| 
agencies, and projects are now under way which will result in revisions in the 
systems and procedures of other bureaus and offices. 

The Department has cooperated actively with the Bureau of the Budget and 
the General Accounting Office in their reviews of the budgeting and accounting 
practices of all agencies in the Department. The Budget Bureau recently an- 
nounced plans for a Government-wide follow-up to insure effective action in rela- 
tion to the survey findings and stated that “This improvement program should 
be given high priority. It represents a vital part of the President’s management 
program.” 

During the past fiscal vear the Office of Budget and Finance participated wit! 
the General Accounting Office in preliminary surveys of a number of agencies to 
determine the adequacy of the accounts and records maintained by the agencies 
in the control over limitations. Surveys of this nature must be conducted on 4 
continuing basis. This approach represents a much more economical and satis- 
factory means of assuring adequate controls than that which was former|; 
obtained through the posting of duplicate records. 

With the impetus afforded by the congressional declaration of policy and the 
necessity for critically reviewing each phase of the fiscal process to determine the 
most economical and efficient procedure, this Office must take the necessary leader- 
ship in initiating and conducting surveys and in developing appropriate systems 
and procedures. There are at present a number of very important projects which 
cannot be undertaken for the reason that qualified staff accountants are not 
available for the purpose. Additional staffing of several well-trained systems 
accountants is required to enable the Director of Finance to carry out the De- 
partment’s responsibilities in the field of accounting under Public Law 784. 

Increasingly important responsibilities of the Office are to furnish assistance t: 

agencies in the development of sound reporting systems and standards and to 
provide technical consulting service on related problems. Because of the stead\ 
demand on the time of the present limited staff, it has not been possible to meet 
many of the needs of Department agencies in solving spot-reporting problems 
and for studying agency reporting systems for the purpose of developing an inte- 
grated Department-wide system of budgetary and financial reporting—a system 
‘designed to supply to management and operating officials, in the most efficient 
and practical way, the type of budgetary and financial data necessary for proper 
direction of their programs. Such a system would also make information avail- 
able on a uniform basis for use in responding to inquiries from Congress, ovher 
departments and agencies of the Government and the general public. In order 
to begin work in this very important area, additional assistance is needed, in- 
cluding additional clerical and typing help, to reduce the amount of overtime 
presently being performed, and to relieve higher classified personnel from some 
of the less difficult statistical work. 

(4) General operations. An increase of $18,765 under project 4, composed of: 

(a) Increase of $6,265 for strengthening the Department’s records adminis- 
tration program. 

Need for increase.—In order to maintain a staff of records technicians adequate 
to administer the departmental records management and disposition program 
and to properly assist the agencies of the Department in their respective record: 

rogram, nine positions were established, including that of the Chief of th 
ecords Administration Division. However, there are at present only six tecli- 
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nicians including the Chief of the Division, to carry out a complete records pro- 
gram in @ staff capacity for the Department. Much progress has been made in 
the program for the retirement of records no longer required, either by the transfer 
to the National Archives and Records Service of material having permanent or 
historical value or the disposition of inactive or valueless record material. There 
js a continuing need to collaborate with the agency officials of the Department 
both in Washington and the field to see that the records program is effectively 
administered. However, due to the limited staff, efforts have thus far been 
primarily directed toward agency problems in Washington. With an additional 
records management technician to help in the administration of the program it 
is felt that the development and installation of improved records management 
and disposition practices in the field would be considerably accelerated. 

(b) Increase of $6,600 for strengthening the work of the Secretary’s records 
section. 

Veed for wcrease.—A lack of personnel has created the problem whereby 
amendments to the Department’s administrative regulations, which are promul- 
gated daily, are not kept up to date. In order to properly keep the index to the 
regulations current, as well as make it comprehensive and easily understood, it 
is proposed to employ a clerk, who would be trained and skilled in indexing 
techniques and who would also be qualified to render much needed assistance in 
the preparation of amendments and revisions of the regulations for publication. 

The services of an additional clerk are also required in the correspondence unit 
of the Secretary’s records section to assist in handling requests for files of previous 
correspondence and to expedite the recording and processing of letters and dockets 
requiring the attention or signature of the Secretary of Agriculture, the Under 
Secretary, and the Assistant Secretary. The prompt handling of official corre- 
spondence in the Office of the Secretary is considered to be of the utmost impor- 
tance. However, due to limited staff, the Secretary’s records section is unable to 
handle this material as expeditiously as its importance warrants. 

(c) Increase of $2,950 to more adequately staff the central departmental tele- 
phone switchboard. 

Need for inerease.—For some years the staff of the central department tele- 
phone switchboard bas been undermanned. This has necessitated the using of 
supervisors on the switchboard instead of performing their duties as traffic 
supervisors. This is primarily caused by the spread of hours required in the 
maintenance of switchboard service on regular workdays (8:30 a. m. to 6:30 p. m.) 
and the necessity of keeping the switchboard open on Saturdays and certain 
holidays during the year. Personnel requirements, based on standard of per- 
formance furnished by the Chesapeake & Potomac Telephone Co., indicates that 
21 operators would be required to handle the volume of work processed through 
the Department switchboard. The present staff comprises 19 employees. The 
proposed increase would provide a total staff of 20 operators which it is believed 
is necessary to efficiently operate the Department’s telephone switchboard. 

(d) Increase of $2,950 for strengthening the work of the Department’s post 
office. 

Need for increase.-—The workload of the Department’s post office section was 
increased materially by the necessity for sorting within the section the mail which 
previously was sorted by the city post office. A total of 15,460,640 pieces of 
incoming mail and 9,080,806 pieces of outgoing mail were handled during the 
year by the present staff of six employees. 

In addition, the number of pneumatic tube carriers handled in the section, 
chiefly as an intradepartmental relay operations, was 410,697. This is an increase 
of 47,994 carriers, or 13 percent, over the number handled in 1950. The increased 
workload which followed the discontinuance of presorting mail at the city post 
office has pointed up the necessity of providing one additional employee, making 
a staff of seven, to properly and efficiently operate the Department’s post office 
section. ‘ 

(5) A decrease of $39,335 due to partial absorption of pay adjustment costs, 
which will be met by a curtailment in the service functions for the over-all Office 
of the Secretary. 


STATEMENT OF Knox T. Huréutnson, Assistant SECRETARY OF 
AGRICULTURE 


The 1953 budget estimate for the over-all Office of the Secretary provides 
funds for five organizational units which comprise this office: namely, the Imme- 
diate Office of the Secreatry, the Office of Personnel, the Office of Budget and 
Finance, the Office of Plant and Operations, and the Office of Hearing Examiners. 
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The Immediate Office of the Secretary consists of the Secretary, the Under 
Secretary, the Assistant Secretary, and their staff. This entire group assists jy, 
providing general policy and program development, direction, and leadership 
to the component agencies of the Department. This applies to management 
matters as well as to agricultural program activities. 

Since 1942 there has been a steady reduction year by year in the number of 
employees in the Office of the Secretary. In 1942 there was a total of 653 em. 
ployees in the five organizational units mentioned above. The funds available 
in that year amounted to $2,069,188. This year we have 355 employees. This 
is a reduction of about 46 percent. The funds available this year amount to 
$2,294,521. 

A considerable share of the reduction in funds since 1942 has been met by 
delegating to the program agencies of the Department responsibility for carrying 
on administrative operations formerly performed by the Office of the Secretary, 

On the whole, this broadening of delegated authority has been a sound develop- 
ment. At the same time, however, we have experienced a steadily increasing 
need in the Secretary’s office for closer coordination of our agricultural programs, 
for departmental handling of matters involving international agricultural prob- 
lems, for leadership in improving management, and in other respects. This 
results from such things—to name a few specific examples—as our work in bring- 
ing about closer coordination of our conservation programs, consolidation of 
State and county offices, the point 4 program, the report of the President's 
Water Resources Policy Commission, defense activities, the President’s manage- 
ment improvement program, and so on. 

We feel that the reduction in staff has reached a point where we are not able 
to meet some of our responsibilities effectively. 

In the Immediate Office of the Secretary we have particular need for a small 
management staff to undertake investigations and provide leadership in the 
improvement of organization, procedures, and general management. Such a staff 
was strongly recommended by the Hoover Commission. We are asking for $41,060 
for this purpose. This would provide for three men and two stenographers. 

We do not now have any central staff which can give continuing attention to 
examination and review of Department organization and operations in order to 
insure maximum efficiency and economy. Such work as we are able to do in this 
important area must be carried on by members of the Secretary’s staff in whatever 
time they can take from their regular duties. We have serious need for a small 
group which can give continuous, full-time attention to management improvement. 
Most of the other Federal departments now have such staffs. 

The task of the management staff would be to assist the Secretary in promoting 
good management throughout the Department—to see where improvements in 
organization, planning, coordination, control, and methods and procedures can be 
made, to direct surveys and investigations in these areas, and to insure attention 
to and observance of efficient management in the operations of Department 
agencies. 

As an example of the type of surveys with which the central management staff 
would be concerned, we have begun a broad review of the field organization of 
the Department. Initial emphasis in the study will be given to improvements 
and economies that can be made through joint handling of common administrative 
functions in our State and county offices consolidated under Secretary’s Memoran- 
dum No. 1278. In earrying on the study, we seriously need the help of the 
management staff we have requested in order to realize maximum results. 

Other examples of matters to which this staff would give attention include 
reduction in reports, simplification of forms, adoption of short cuts and better 
office methods, and improvement in organization, work planning, control of 
program operations, and coordination of activities. The staff would provide 
general leadership throughout the Department and would also work with individual 
operating agencies to develop improved organization, procedures, and management. 
We think that a modest investment in such services would prove wise and prudent, 
and that over a period of time it would return its cost many times over in economies 
and in greater service to the public. 

Another item, for which we have requested $18,185, relates to liaison between 
this Department and State departments of ‘agriculture. 

The Secretary of Agriculture has been urged by farm leaders and groups, 4% 
well as by State agricultural officials, to provide a focal point in the Department 
for consideration and discussion of problems arising in connectfofh with the many 
agricultural programs carried on in cooperation with State departments of agri- 
culture and other matters of concern to these departments. The Secretary’s 
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present staff is inadequate to give full time and attention to these important 
matters. 7 : 

The proposed increase would provide for an assistant to the Secretary, who 
would servee as liaison between the Department and the State commissioners, 
secretaries, and directors of agriculture, with authority to represent the Secretary 
in the Department’s relations with the States in matters relating to Agriculture. 

A third item is for $14,115 for additional assistance in the immediate office 
of the Secretary for coordination and direction of Department programs. This 
would provide for the services of one man and a stenographer for this purpose 
and for other special assignments and would help to relieve the present heavy 
joad in the Secretary’s immediate office. 

Specifically, and as one example, we need additional assistance in connection 
with the grassland program being carried on cooperatively by the Department 
and the land-grant colleges. The objective of this program is to bring about 
the closest possible improvement of our pasture, hay, and range land as a means 
of increasing food production, particularly of beef and milk. The employment 
of an administrative officer under this item would permit the maintenance of close 
liaison with the State colleges, and with industry and other groups. 


STATEMENT OF T. Roy Rerp, Direcror or PERSONNEL 


The Office of Personnel develops and plans the personnel program for the 
Department. In administering the program, it has delegated authority to take 
action on personnel matters to 23 central agency offices of the Department in 
Washington and 86 field offices. In these offices, approximately 334 employees 
exercise delegated personnel authorities. , Control of the personnel program is 
achieved through reviews and post-audits of agency offices and programs. It 
directs the manpower utilization and personnel management phases of the Depart- 
ment’s management improvement program. 

From December 31, 1941, to December 31, 1951, the staff of the Office of Per- 
sonnel has been reduced from 210 to 76 employees. This is a reduction of 63.8 
percent of the staff. To illustrate what this reduction has meant, our Classifica- 
tion Division has been reduced from 26 employees in 1941 to 8; our Employment 
Division from 89 employees in 1941 to 16; our Investigations Division from 47 
employees in 1941 to 25; our Organization and Personnel Management Division 
from 14 employees in 1941 to 9; and 13 employees in 1941 in our former Division 
of Personnel Relations and Safety and the Division of Training to 4 in the present 
combined Division of Employee Performance and Development. 

During the period from 1941 to 1951, a number of functions have been dropped. 
Most of the processing of personnel transactions have been delegated to the agen- 
cies of the Department. Functions which have been dropped are: Machine 
Tabulating Unit in 1942; central records cards in 1943; processing operations in 
1943; employment and classification central personnel files in 1948; and the 
operation activities of the safety, training and employee-relations functions were 
abolished in 1951. 

During the same period, new functions were assigned to the Office of Personnel. 
For instance, in 1943 we began reviewing the activities of those exercising the 
delegated authorities we were making to the agencies of the Department. In 
1944, the Office was assigned the Veterans Preference Act; in 1946 the health, 
honor, and cash-awards programs; in 1947 the loyalty and civil-service examina- 
tion programs; in 1948 activities connected with security clearance for foreign 
travel and meetings; in 1949 the efficiency awards, management improvement, and 
manpower-utilization programs, additional activities connected with wage board 
administration and the writing of position classification specifications; in 1950 the 
wage stabilization, performance ratings and personnel phases of the point 4 
programs, and added activities connected with security clearance for those having 
access to classified information and social-security benefits for temporary em- 
ployees. In 1951, added activities were assigned due to the various legislative 
amendments passed by Congress, such as the Whitten and Jensen amendments 

During this same period from 1941 to 1951, while the staff of the Office of 
Personnel was reduced from 210 to 76 employees, the total paid employment in the 
Department decreased from 108,317 in 1941 to 66,162 employees in 1951. This is 
a reduction of 38.9 percent in the total paid employment of the Department as 
compared to the much larger percentage reduction of 63.8 in the staff of the 
Office of Personnel. In addition to the total paid employment figures just cited, 
the Office of Personnel has also been serving to some extent over 140,000 workers 
in extension activities, PMA committee activities, and farm credit instrumentali- 
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ties. The total personnel workers in the Department were reduced from 1,417 jy 
June of 1942 to a present total of 813. This is a percentage reduction of 426 
which is a greater reduction than the 38.9 percent decrease in the personne! of 
the Department. 

The funds available in the direct appropriation of the Office of the Secretary for 
the 1952 fiscal year were $120,884 less than the fiscal year 1951. $73,000 of this 
$120,884 reduction was applied to the Office of Personnel. The Division of 
Training and the Division of Employee Relations and Safety were eliminated 
resulting in 10 active positions being abolished and in the absorption of $56,000 of 
the $73,000 reduction applied to the Office of Personnel. 

In an attempt to maintain some control over the important functions which 
had been carried on by these two divisions a new Division of Employee Per. 
formance and Development was created. 

Although this new division was created, funds were available for only 4 positions 
in place of the 14 assigned to the two old divisions. As a result of the reductions 
that have been imposed on this Office, the service to the agencies of this Depart- 
ment in better utilization of personnel and conservation of manpower have been 
greatly curtailed. 

The following are illustrations of the type of essential functions and activities 
which had to be eliminated: 

Training: 

. Training of administrative officers 

. Conference management training 

. Aids for self-improvement for office workers 
. Orientation training 

. Regular review of agency training programs 
. Public-speaking training 

. Readability training 


SIO ON 


Safety: 
1. Safety inspection of departmental and field operations 

2. Safety consulting services 

3. Maintenance of central accident reporting system and accident analysis 

4. Review of departmental publications from a safety viewpoint 

5. Review of specifications of departmental equipment ‘ 
In addition to eliminating the above essential functions and activities, it was 


necessary to reduce service given to agencies of the remaining activities of the 
two old divisions. 

Seventen thousand dollars of the reduction was absorbed in reducing services 
connected with essential functions and activities of the other divisions of the Office 
of Personnel. These functions and activities are as follows: 

1. Preparation of rules and regulations of the Department 

2. Analysis of the different wage rates adopted by Department wage boards 

3. Examimation activities. 

4. Review of personnel programs in the different agencies in Washington 
and the field. 

5. Preventive health services. 


The Bureau of the Budget has approved requests which will enable the services 
in manpower conservation and utilization to be brought back to their former 
strength. It will add much to the efficiency of the operations of the Department 
if this increase is approved and made available to give former strength to these 
necessary activities. 


STaTEMENT OF Ratpx S. Rosperts, Director or FINANCE AND 
Bupcet OFFIcER 


As Budget Officer of the Department of Agriculture, I wish it were not neces- 
sary, particularly in these times, to request an increase for the work of the Office 
of Budget and Finance. I do want to emphasize, however, that the level of work 
provided in the 1951 Budget was considered to be an absolute minimum to carry 
out effectively the enlarged responsibilities which my office has as a result of the 
joint accounting improvement program and the Budget and Accounting Pro- 
cedures Act of 1950. 

For the current year 1952, the Office of Budget and Finance sustained a reduc- 
tion of $41,000; this reduced our staff to a new low of 113 people. That compares 
with 207 employees we had 10 years ago in 1942. It compares with 146.5 we 
had 5 years ago. Of course, during this 10-year period some rather extensive 
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changes have been made in the nature and scope of the work performed by the 
Office. Many of the operating or routine service functions performed by the 
Office in the early years have been transferred to the agencies and bureaus of the 

Department, with appropriate delegations of authority, and substantially greater 
emphasis has been placed upon the Department-wide staff and management 
responsibilities of the Office. — 

Among the operating functions that have been affected is the detailed accounting 
service work, the maintenance of central accounting-control records for all funds 
in the Department and its constituent agencies, the reconciliation of accounts 
current, the examination of all claims, and work involving contracting for and 
procurement of administrative anc operating supplies and equipment for the entire 
Department in Washington, and a large part of the contracting for field operations. 

In view of the continuing reductions over a period of several years in an effective 
working force, we and the Bureau of the Budget feel that since the Office is faced 
with the discharge of increased staff responsibilities, particularly with reference 
to leadership in the development and maintenance of adequate accounting and 
reporting systems in the agencies and bureaus of the Department, there is no 
alternative but to place the matter before the Congress for consideration. For 
this purpose there is reflected in the justification notes an increase of $45,050 for 
1953. However, an analysis will indicate that on a comparable basis the amount 
proposed will still provide about $7,000 less than was recommended in the 1952 
budget and by the House Appropriations Committee a vear ago. That is due 
primarily to the absorption of nearly $11,000 of the increased pay costs under 
Public Law 201. Therefore, the total funds available would actually be increased 
by only $34,000, which is somewhat less than the reduction we had last year. 

’ The recommended increase is to provide an appropriate level of assistance and 
Department-wide leadership in the development and maintenance of adequate 
accounting and reporting systems in the bureaus and agencies of the Department. 
In previous years we have referred to the joint accounting program inaugurated 
late in 1948 by the Treasury Department, the Budget Bureau, and GAO, and to 
the fact that the Comptroller General had put the various executive departments 
and agencies on notice in connection with that program that he would no longer 
prescribe detailed accounting systems but that in the future such function would 
be the responsibility of the departments and agencies, to be carried out in accord- 
ance with policies, standards, and guides prescribed by the Comptroller General. 
He now has a force of men to work with the departments and agencies to see that 
those standards and guides are followed in the establishment of accounting systems 
by the agencies themselves. 

This new policy of the Comptroller General was followed by the passage of the 
Budget and Accounting Procedures Act of 1950. Section 113 of the act was 
intended by the Congress to put teeth into the efforts of the General Accounting 
Office, the Treasury, and the Budget Bureau to accomplish improvements in 
accounting practices throughout the Federal Government. Soon after the joint 
accounting project was undertaken, we reported a reorganization of our depart- 
mental accounts unit, effecting a saving of about $16,000. We asked and obtained 
permission of the Budget Bureau and the House and Senate Appropriations 


| Committees to employ that saving to meet, in part, our responsibility in the joint 


accounting program. Together with other adjustments we made in the Account- 
ing Division, we have done the best job possible with our present staff in setting 
up an effective accounting systems unit and in improving our budgetary and 
financial reporting procedures. 

The Comptroller recently released a report on the results of the joint accounting 
improvement efforts in the various departments and agencies. The report devotes 
several pages to the results of the joint project in the Department of Agriculture. 
It reflects noteworthy progress toward improving accounting systems and pro- 
cedures in the Department. Although encouraging progress has been made, 
there are &@ number of highly important projects which cannot be undertaken for 
the reason that qualified personnel are not available for the purpose. 


STATEMENT OF ArtHuR B. Tuarcuer, Direcror, Orrice oF PLANT 
AND OPERATIONS 


! would like to emphasize briefly some of the reasons why the respective in- 
creases under the heading ‘‘General operations” are very much needed, 

The bulk of the money available under ‘General operations” it used in con- 
nection with the preformance of certain departmental services, such as the 
Department telephone switchboard, telegraph office, Department post office, and 
other types of service operations. 
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We have asked for an increase of one telephone operator for our switchboard 
which is already undermanned by three positions in accordance with the standards 
used by the Chesapeake and Potomac Telephone Co. We have also asked for 
an additional person in the Department post office. There are six employees 
including the Chief, which handled 24,541,446 pieces of incoming and outgoing 
mail during the past fiscal year. We cannot control the volume of work in both 
of these operations which are necessary to the work of the Department. We 
must, however, maintain an adequate staff to provide the telephone and majj 
services necessary to the Department’s program. 

We have also asked for an increase in the clerical staff in the Secretary’s Records 
Section which handles all mail addressed to the Secretary of Agriculture or the 
Department of Agriculture, as well as the mail for the staff offices of the Secretary. 
Here again the personnel have no control over the volume of work which they are 
required to handle. The number of personnel in this Section has been diminishing 
steadily from a high of 33 people to the present staff of 20 people. This Section 
also handles the routine control features of the Department’s administrative 
regulations. The problem of maintaining adequate indexes for use of the De- 
partment’s personnel is a tremendous one, and we have been very short in the 
necessary skills to carry on this phase of work. 

We have asked for funds to employ one additional records-management tech- 
nician to assist in the administration of the purposes of Public Law 754, known as 
the Records Act of 1950, as it pertains to departmental operations. The job 
is a tremendous one when we consider that the Department has been developing 
and accumulating records over the many, many years of its operation. The 
personnel engaged in this work in the Office of Plant and Operations exercises 
leadership in working with the agencies in the administration of their respective 
records programs. We believe, however, that we have made real progress in 
developing and administering the records administration program in the Depart- 
ment. Although records disposal is only one phase of a good records management 
program, the Department showed further progress during the fiscal year 1961 by 
disposing of 131,816 linear feet of useless records, equal to the contents of 16,477 
four-drawer filing cabinets. The development of an effective records management 
program in every agency of the Department should provide economies insofar as 
the utilization of both space and equipment is concerned. 


STATEMENT OF EarLJ. Suiru, Cuier, Orrice oF HEARING EXAMINERS 


The Administrative Procedure Act (5 U. 8S. C. 1001 et seq.), passed in 1946, 
requires that a hearing examiner appointed pursuant to that act must preside 
at any hearing (1) required by statute, (2) the decision after which must be based 
solely on the record made at the hearing, and (3) the issues of which may not be 
tried de novo in court. There are five such hearing examiners in the Department 
and they, with two secretaries, constitute the Office of Hearing Examiners. No 
increases have been requested for this Office. 

The hearing examiners conduct two general types of hearings: (1) legislativ: 
or rule making, and (2) judicial, involving a controversy between some bureau 
of the Department and a private person or firm. In the rule-making hearings 
the examiners preside at the hearing, rule on the admissibility of evidence, etc., 
and after the hearing they certify the transcript, with such corrections as they 
deem necessary. In the judicial hearings, in addition to conducting the hearing, 
they make a recommended decision in the proceedings. The judicial officer of 
the Department makes the final decision. 

The hearings conducted by hearing examiners arise under the Agricultural! 
Marketing Agreement Act of 1937, the Packers and Stockyards Act, the Perish- 
able Agricultural Commodities Act, the Commodity Exchange Act, and the Sugar 
Act. During the current fiscal year the hearing examiners have held 95 hearings, 
and I see no reduction in the present rate of hearings for the balance of the current 
year. 
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GENERAL PROVISIONS 


(Material from the justifications follows:) 


GENERAL PROVISIONS 


Section 401.—Relates to the purchase of passenger motor vehicles for the 
Department. The total acquisition of such vehicles by the Department of 
Agriculture is limited, in addition to those specifically authorized in the language 
of the individual appropriation items, to not to exceed 528 passenger motor 
vehicles for replacement purposes only, for use outside the District of Columbia. 

The estimates propose an increase in the replacement of vehicles for use outside 
the District of Columbia from 350 to 528. The vehicles proposed for replacement 
will all be at least 6 years old or will have mileage in excess of 60,000 miles at time 
of disposal. A more detailed justification for the need for replacement appears 
in the explanatory notes under the applicable agencies. 

Section 402.—Provides for certain exceptions in the Department of Agriculture 
to the prohibition contained in the Independent Offices Appropriation Act against 
the employment of aliens. 

Section 403.—Authorizes the expenditure of not to exceed $1 for each option 
to purchase any tract or tracts of land under appropriations carried in the act 
which are available for the purchase of lands. 

Section 404.—Prohibits the Department from issuing any prediction or forecast 
with respect to future prices or price trends on cotton, except as to damage threat- 
ened or caused by insects and pests. 

Section 405.—Prohibits, with certain exceptions, the purchase of twine manufac- 
tured from commodities or materials produced outside the United States. 

Section 406.—Provides that not less than $575,000 shall be available for con- 
tracting in accordance with section 10 (a) of the Research and Marketing Act of 
1946 (7 U.S. C. 427i) from the appropriations made for the Bureau of Agricultural 
Economics; Bureau of Animal Industry; Bureau of Dairy Industry; Bureau of 
Plant Industry, Soils, and Agricultural Engineering; Bureau of Entomology and 
Plant Quarantine; Bureau of Agricultural and Industrial Chemistry; Bureau of 
Human Nutrition and Home Economics; and the Forest Service. 

{Sec. 407. Notwithstanding any other provisions of law, the Department is 
hereby authorized hereafter to employ or otherwise contract with persons at regu- 
lar rates of pay for necessary hours of work for emergency forest-fire fighting and 
pest control and for handling of animals, including dairy cattle, without regard to 
Sundays, Federal holidays, and the regular workweek.] 

The estimates propose deletion of this section provided in the 1952 act, since it 
is permanent legislation. 

Section [408] 407.—This section continues the restriction against the employ- 
ment of persons who are members of an organization of Government employees 
who assert the right to strike against the Government of the United States, or 
who advocate, or who are members of an organization that advocates, the over- 
throw of the Government. This section also prohibits the use of any funds pro- 
vided in the act for publicity or propaganda purposes to support or defeat legis- 
lation pending before the Congress. 

[Sec. 409. No part of any appropriation or authorization contained in this 
Act shall be used to pay the compensation of any incumbent appointed to any 
civil office or position which may become vacant during the fiscal year beginning 
on July 1, 1951: Provided, That this inhibition shall not apply— 

(a) to not to exceed 25 per centum of all vacancies; 

(b) to positions filled from within the department; 

(ec) to offices or positions required by law to be filled by appointment of 
the President by and with the advice and consent of the Senate; 

(d) to seasonal and casual workers; 

(e) to meat inspectors; 

(f) to field employees of the Soil Conservation Service and Production 
and Marketing Administration who provide conservation assistance to 
farmers and ranchers; 

(g) to field operating and research employees engaged in work of county 
offices and other field locations; 

(h) to employees of the crop- and livestock-reporting service: Provided 
further, That with the exception of the agencies and functions listed in (a) 
to (h) above, not more than 90 per centum of the amounts shown in the 
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budget estimates for personal services shall be available for such purpose: 
Provided further, That, when the total number of personnel subject to this 
section has been reduced to 90 per centum of the total provided for in the 
budget estimates for 1952, this section may cease to apply: Provided further, 
That, in addition to the funds otherwise allowed under this section, the follow- 
ing agencies shall be allowed additional sums for personnel as follows: Com- 
modity Exchange Authority, $58,928; Extension Service, salaries and ex- 
penses, $31,327; Office of the Secretary, $32,832; Office of Foreign Agricul- 
tural Relations, $26,946.] 

The estimates propose deletion of this nonrecurring section which placed cer- 
tain limitations on the employment of personnel, since the reductions and adjust- 
ments in personnel contemplated by this section have been accomplished in the 
fiscal year 1952. 

{Sec. 410. No part of any appropriation or authorization contained in this Act 
shall be used to pay the compensation of any employee engaged in personnel work 
in excess of the number that would be provided by a ratio of one such employee 
to one hundred and fifteen, or a part thereof, full-time, part-time, and intermittent 
emplovees of the Department and its instrumentalities, cooperators, and collabo- 
rators receiving personnel services from the Department: Provided, That for pur- 
poses of this section employees shall be considered as engaged in personnel work 
if they spend half time or more in personnel administration consisting of direction 
and administration of the personnel program; employment, placement, and sepa- 
ration; job evaluation and classification; employee relations and services; training; 
committees of expert examiners and boards of civil-service examiners; wage ad- 
ministration; and processing, recording, and reporting: Provided further, That 
nothing contained in this section shall be construed as permitting any increase 
a * personnel officers over and above the number otherwise provided for 
in this Act. 

The estimates propose deletion of this section inserted in the 1952 act providing 
a limitation on the number of personnel workers in relation to the number of 
persons served. For the past several years, the intent of section 410 has been 
accomplished by the Department through administrative action. The Bureau 
of the Budget in fiscal year 1949 established a procedure for evaluating the several 
phases of administration and establishing a limitation for each. This limitation 
has been an effective control on the number of personnel workers permitted in 
relation to totalemployment. The deleted language duplicates in part the current 
administrative limitations and makes additional reporting necessary. 

Section [411] 408.—This section prohibits, with certain exceptions, the payment 
of compensation to any civilian employee of the Government whose principal 
duties consist of acting as chauffeur of any Government-owned passenger motor 
vehicle (other than a bus or ambulance). 

[Sec. 412. No part of the money appropriated for the Department of Agri- 
culture by this Act or made available for expenditure by any corporation by this 
Act which is in excess of 75 per centum of the amount required to pay the com- 
pensation of all persons the budget estimates for personal services heretofore 
submitted to the Congress for the fiscal year 1952 contemplated would be employed 
by the Department of Agriculture or by such corporation, respectively, during 
such fiscal year in the performance of— 

{(1) functions performed by a person designated as an information special- 
ist, information and editorial specialist, publications and information coordi- 
nator, press relations officer or counsel, photographer, radio expert, television 
expert, motion-picture expert, or publicity expert, or designated by any 
similar title, or 

[(2) functions performed by persons who assist persons performing the 
functions described in (1) in drafting, preparing, editing, typing, duplicating, 
or disseminating public information publications or releases, radio or tele- 
vision rm magazine articles, photographs, motion pictures, and similar 
material. 

shall be available to pay the compensation of persons performing the functions 
described in (1) or (2): Provided, That this section shall not apply to personnel 
engaged in the preparation and distribution of technical agricultural publications 
and farmers bulletins, and the Agriculture Yearbook, the reporting and dissemina- 
tion of the results of research and investigations, the preparation and broad- 
casting of the Farm and Home Hour and similar radio programs, and other work 
required to carry out the duties and responsibilities of the Department imposed 
by law other than work intended primarily for press, radio, and television services, 
and popular publications.] 
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The estimates propose deletion of this section which restricted ‘certain informa- 
tional activities of the Department. There are about 185 provisions of law 
requiring the Department to disseminate or publish agricultural information, 
The werk done by information employees is a basic part of program administra- 
tion. Virtually all bureaus of the Department utilize their information personnel 
in answering correspondence and preparing policy memoranda, administrative 
bulletins, and similar materials for use entirely within the Government. In 
addition, the informational material that reaches the public is ordinarily required 
by law or by the obligation to report on the use of public funds. For example, 
statements and reports issued to the press by the Department relate largely to 
legally required notices in connection with regulatory work, marketing agreements, 
purchase and loan programs, etc., or to the issuance of regular reports such as 
farm price reports, commodity situation reports and similar reports used by 
farmers and industry. A third important category includes announcements of 
research discoveries and recommendations. The restrictions imposed by the 
provision of this section result in inadequate facilities for making the results of 
research and other necessary information available to the public; therefore, dele- 
tion of the section is proposed in the 1953 budget. 


Senator Haypen. The committee will now stand in recess until 
10:30 Monday morning. 

(Whereupon at 12 noon, Thursday, April 3, 1952, the subcommittee 
recessed, to reconvene at 10:30 a. m., Monday, April 7, 1952.) 





